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CENSUS OF MERCHANDISING AND SERVICE ESTABLISHMENTS 


Operating Results of Independent Retail Drug Stores in Canada, 1938 


Introduction 


This report is one of a series presenting average opera- 
ting results in various branches of retail trade in Canada in 1938. fhe 
basic data from which the report was compiled were secured in connection 
with the annual survey of retail trade, conducted by the Internal Trade 
Branch of the Dominion Bureau of Statistics and designed primarily to pro- 
vide information regarding annual trends in various kinds of business in 
the several provinces. 


Complete statistics on retail trading are available only 
for the year 1930 as a result of the Census of Merchandising and Service 


Establishments which was taken in connection with the last Decennial Census. 


There were 3,559 drug stores in Canada in the Census year while approxi- 
mately 1,500 drug stores report to the annual survey of retail trade. But 
many of these firms, while able to report general information such as total 
Sales, payrolls, inventories and accounts receivable, are unable to furnish 
an analysis of their operating expenses. Returns from 370 firms were used 
in the preparation of this bulletin. The present report represents the 
first attempt of the Bureau of Statistics to provide an analysis of opera- 
ting results for the retail trade. Such an undertaking is rendered diffi- 
Cult on account of the lack of uniformity among retail firms in classifying 
and recording expense data. For this reason the figures published here must 
be considered as indicators of general relationships rather than as material 
the absolute accuracy of which can be guaranteed, 


Summary of Results 


The underlying trend in retail drug store sales was main- 


Ptained at a uniform level throughout 1937 and 1938, annual sales for the 


latter year for the country as a whole declining by less than one per cent 
from the earlier period. Results on a regional basis indicate gains in the 
Prairie Provinces and minor losses in other regions. Alberta sales were 

up 6 per cent while Manitoba and Saskatchewan reported increases of 2 per 
cent and 1 per cent respectively. Sales in British Columbia and Quebec 
were off by 1 per cent; Ontario sales declined 2 per cent while in the 
Maritime Provinces a reduction of 3 per cent in dollar volume was recorded. 


Analysis of operating results for 1938 for the 370 in- 
dependent drug stores furnishing detailed figures and included in this sur- 


lvey reveals an average net operating profit of 2.2 per cent of sales after 


making provision for an imputed value of proprietors' services but before 
making provision for aay interest payment on own capital investment. Gross 
margin or profit averaged 29.8 per cent of sales while operating expenses 


Itotalled 27.6 per cent of sales. Stocks were turned on an average of two 


and one-half times during the year or approximately once every five months. 


Of the 370 stores included in the survey, 232 or 635 per 
cent secured a profit on the year's operations after making allowance for 
lan imputed value of proprietors’ services while 138 stores or 37 per cent 


jof the total operated at a lass. The profitable firms had a higher gross 


margin, higher rate of stock-turn and lower operating expenses both in 
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total and for each of the individual expense items reported than had the 


unprofitable firms. The 232 profitable firms operated on a gross margin 
of 30.6 per cent of sales, had operating expenses of 26.3 per cent of 
sales resulting in a net profit of 4.3 per cent and turned their stocks 

on an average of 2.6 times during the year. The unprofitable firms opera- 
ted on an average gross margin of 28.0 per cent of sales, had operating 
expenses of 30.2 per cent resulting in a net loss of 2.2 per cent of sales. 
These firms turned their stocks 2.3 times during the year. 


The proportions of profitable and unprofitable firms varied 
considerably for various: sizes of business and for different regions of the 
country. The survey includes no stores with annual sales below $10,000. 
Stores with annual sales between $10,000 and $20,000 were equally divided 
as between profitable and unprofitable businesses. Profitable firms out- 
numbered unprofitable firms 2 to 1 in the $20,000 to $30,000 class while 
larger stores reported an even higher proportion of profitable businesses. 
Of the 122 stores reporting and having annual sales of $30,000 or more, 86 
operated at a profit while 36. operated at a loss. 


When the sample is classified geographically it is found 
that the proportion of profitable to total stores ranged from 45 per cent 
in Mahitoba to 71 per cent in Alberta. The proportion of profitable to 
covet Svuores reporting was 59. per cent for the Prairie Provinces as a whole, 
VO pee Cone tor British Columbia, 65 per cent for Ontario, 61 per cent for 
Quebec, and 62 per cent for the Maritime Provinces. Interpretation of 
these regional differences Should normally be made in the light of differ-~ 
ences in average sales per store in the various provinces. Annual sales 
per store averaged approximately $31,000 in Ontario and Manitoba and ranged 
within narrow limits of $25,000 for each of the other provinces. 


General Operatine Expense Analysis 


in addition to reporting total expense figures each firm 
was asked to give a breakdown of its expenses into thirteen different 
items, Payroll constitutes more than half the total operating expenses of 
drug stores, the amount computed for this item forming 16.9 per cent oc 
annual sales. Included in the payroll data are salarics and wages of en- 
ployees and an estimated value for the services of those propristors who 
devoted the major portion of their time to their retail business. fhe 
amounts attributed to these proprietors were obtained in the following way: 
The expense schedule asked that the number and galaries of proprietors re- 
ceiving a stated salary be reported. It also asked for the number of pro- 
prietors who did not draw a stated salary but whose remuneration consisted 
only of profits secured from the year's operations. The returns of those 
firms reporting proprietors’ salaries were used in arriving at an average 
Salary per proprietor for stores in different size classes. These averages 
were then assigned to all proprietors in each size class irrespective of 
Whether or not stated salaries were reported. This practice leads to the 
¢Glassification as unprofitable of some returns whose actual figures may 
have shown a profit due to a very small amount being reportedfor proprietors’ 
Baleriess. On the other hand, it transferred to the profitable classifi- 
cation some returns on which the appearance of an unduly large item for 
proprietors salaries would have assigned to the unprofitable group. Aver- 
age values of proprietors’ services for various size classes as used in 
this survey are as follows: 


Amount of Average Salary 
Annual Sales per Proprietor 
~? 

10,000 BORO ey sss 08 oe 8 ss 1,600 
20,000 - 30,000 «weve sersssnee 1 YOO 
BEOOOD Wee OMOO Oy lp. pre d-ane cee severe 2,000 
40,000 - 60,000 severe rnevece 2,200 
©O,000 = SO,000 paceenss apace 2,400 
BO ,000, =—"00.,900 4 ae ns 6s ss pie oo 2,000 
TOO ,0O00 and OVEY ccssescevesave 3,000 


On allocating these amounts to proprietors in the various 
size classes, proprietors' salarics are estimated at 6.1 per cent of sales. 
Employees' salaries and wages formed 10.8 per cent of sales, making a total 
payroll item of 16.9 per cent. It should be noted that proprictors’ sa- 
aries were estimated only in the case of unincorporated companies. Pro- 


i: Brees 


2 


i Th ta yee se ’ 
Cighw ees 
HASH OR LEG 


Oe. 9 3% 


ae: 
“TO ' 
4 
% “oo f 
i? Pa | te 

. ‘ 
: hy 

a 

in 

2 j 

he 
ait 
Lan ey \ 
“a - 
rt By. 

: s 
HBO 
Ome : 

by we os y 
a 
Moan 
av | 
* 
id u 
? ra 
¥ 


bel - aa 
tT 
a he 7 i, 


| 


enced “xian y 
ro a aenaes 


aOR, rutga ie ef Od. 
ba 


vier hich 


ater 


. 


sia bins ‘enedit 

FELD. so Phicge 
re" Tree 
600, 


es dle neal 9? 


mae. 8 


ro 
at 
reas ae <hoUN atts Sue 
nig yh . ry [Ne mx 
tr Py Go. aw a 
v . 
¢ Sin | iy ESP RED HGS | 
’ wee 
A ay Fee ek 
3 5 4 : > 
a ™ © 4 ae 
Koeepooay Da LYLE 
otek 
t4 t 
ry 
f ‘ 
w i 
crf “43 
H 
a 
’ 4 h ; 
' 
at 
' 
sree * 
be Eek Haid: gvnptor 
on Been mee 
4 
nen 
' ¥ 
3 ; 
4 ‘ 
‘ 
4 4 
we 
& a 
re? 04 
ae 
ue 
; 
c \ i fo 
i 
; 
es 
i 
: v ras 
. iy 
Pe t ; , ? 
: , ‘ 
? / cot a 
La Mi 
: j 
; t 
. * r ¢ 
¢ 
pen. $2 
rae 
uM j 
6 y 
: 
ie eee ha 
mat ? 
: LATS fe 
vs dt eon telat AM 0 
on 
i 
O~¢ i en 
Poe . 
is ae 
a a f 5 
tr & 4 
Led 
A Csi qe ea 
ie = 4 § mm; 
OG8 a vie ee 
020 6 
he aa 


: t 

we 

es 
ae 
ane F 

RPaleo. 

= ies 2 
ay 
it 

7 


Sove om: poked ead 


, h Shed oY 618 
\ » rt > ore i 
SNe ‘ he Se te ie ws 4 
i TAS , ‘ Rix ip “ ” . . 
ACER GR a DY 
* * 


bh hi. i. San ai Reh. oe RRA. 


na ‘i : a 


Ra hetad wa Ente 


y he ke Le RE ee Pee igo 
Ve Ona gS Ff TPO 
5y 


. oF 


Pose Ted 


LLB ee ee iit x 
t avete Soy Balee ip te 
a i’ cy hey Bae pet he & ba) ey an FAVS g 
rokks wena 


eh 


" aT 
. et Cab-24 PSY 
Oo? Glog cae 


~ > 


of ap hee e HZ 

nw bet & xP vies 
sepenes Lie 
eae 


¥ ae ae ha Go rt 


G45 fay pie Ae 


NSPH YESS yregrears 

\ ode Be bowls 

Kot eavtaw Ber eerrae 
se RM no 8 2 nm gee nie 

seats of Boxed Petie 

hayes gil pooiet es eeiog 

vuatoe Feraka By 


w 


4 
PNA ey 

4 é ats | #7, ~~ 

BYES 6 ui Pile 


hettege se od 


WE aore weis for Sth ofe = 
io 7“ _ > orm « iy : 
iy ghS more bamveen ay rtégg 
ye eel me a% 92 27g Cah 
l 4 xr oa . ri 9’ bn 
A he’® 
piety 
5 1 ¥ 
bes 
% io 
» Ne +f 4 im h } ‘ 
_ 1 
# ¥ v 
¢ F 7 
o ‘4 4 
ot ' va a" 
t f wit, 
ra Be 
i te 
LP ES, 
‘ wo pe aa cane 
1aae : 
‘ 7) i. vy : 
,> 2 TA. ! i 
ee hs BOS ‘a 
Ute), DO « F ce: OS ¢ on ads 
\ an 
300 ey ae 
; , 
\ 
: 
; 
Vv 
” 2 
’ — a 


«= 3 ww 


4 prietors of incorporated companies who devoted the major portion of their 
time to their retail business were considered as employees and their com- 

pensation was included with salarics and wages paid to employees. Pro- 

* prietors' salaries formed 9.0 per cent of sales in stores having an annual 
turnover of between $10,000 and $20,000, while employeest salaries and 
wages formed another 8.4 per cent. Corresponding ratios for stores with 
annual sales from $20,000 to $30,000 were 7.1 per cent for proprietors and 
9.8 per cent for employees. For still larger stores the payroll ratios 
were 4.4 per cent for proprietors and 12.3 per cent for employees. The de- 
clining relative importance of proprietors' salaries in the total payroll 
cost as size of store increases is a natural consequence of the fact that 
in the smaller stores the proprietor performs a great many of the tasks 
normally carried out by employees in the larger firms. It should also be 
remembered that some of the larger stores are operated under the corporate 
form of ownership under which conditions working proprietors are automati- 
cally included with paid employees. 


The necessity of allocating an imputed value for services per- 
formed by proprietors introduces an unavoidable element of arbitrariness in 
the operating results for retail stores. The attached tables give separate 
ratios for proprictors' and employees salariscs. Any owner who does not 
draw a stated salary and wishes to compare his results with the averages 
for his size of business can deduct the proprietors' payroll percentage shown 

from the total operating expenses and add the same percentage to net profit. 


Advertising expenses formed 1.0 per cent of drug store sales 
while "supplies" including wrapping paper, bags, twine, etc., were only 
Slightly less at 0.9 per cent. A considerable number of reporting firms 
advised that cost of supplies was included with the cost of merchandise 
purchased for resale and was not considered as an expense item. In order 
to secure uniformity in the results shown in the tables all such firms were 
asked to give an estimate of their purchases of supplies. These figures 
were deducted from cost of merchandise purchased and were assigned to the 
appropriate expense classification. 


Communication costs, including telephone, telegraph and 
postage amounted to 0.6 per cent of sales. Bad debt losses are of but minor 
importance in drug stores compared with most other lines of retail trade, 
the amounts reported under this category forming only 0.2 per cent of sales. 


Rental costs averaged 4.1 per cent of sales for stores in 
rented premises. The survey questionnaire contained five other items close-~ 
ly allied with occupancy costs and figures for which are significant only 
when considered separately for owned and rented stores. Taxes, (including 
property and business taxes) formed 1.4 per cent of sales for owned stores 
compared with 0.6 per cent for rented stores. Insurance costs were 0.9 
| per cent and 0.6 per cent of sales for the two types respectively. Light, 
| heat and power cost 1.3 per cent of sales for owned stores compared with 
| 1.0 per cent for rented premises. Amount paid for repairs and maintenance 
| was twice as high for owned as for rented stores, ratios of such expense 
| to sales being 0.6 per cent and 0.3 per cent respectively. Allowances for 
| depreciation on owned property including delivery equipment amounted to 
) 1.5 per cent and 0.9 per cent of sales for stores in owned and rented pre- 
mises. 


Interest on borrowed money including mortgage interest but>._ 
exclusive of any allowance for interest on own capital investment formed 
0.3 per cent of sales while sundry expenses including all items which could 
}not be properly allocated to any of the classifications listed on the 
schedule amounted to another 0.6 per cent. 


Operating Results for Stores Classified According to Size 


In addition to presenting a breakdown of operating expenses 
Dror all drug stores reporting expense data, the attached tables present Ne 
|similar statistics for stores classified into three size-of-business groups. 
'Gross margin as a percentage of sales varied but slightly for the three 
| size classes, ratios of margin to sales averaging 29.8 per cent for stores 
|with annual sales between $10,000 and $20,000, 29.1 per cent for stores 
‘with annual sales between $20,000 and $30,000 ata 30.1 per cent for stores 
with annual sales in excess of $30,000. Readon for the comparetive con- 
stancy in gross margins may be found at least in part in the greater than 
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usual proportion which price-fixed merchandise forms of th a 

of drug stores, € Stock-in-trade 


Total expenses averaged 29,1 per cent of sales for the 
Smaller stores, 27.2 per cent for the middle size class and 27.3 per cent 
for the larger coneerns. Stocks were turned on an average of twice during 
the year by the smallest stores, 2.3 times by the middle-size group and 2.8 
timos by the larger stores. 


Explanation of Terms 


Gross Margin--Gross margin represents the difference between 
net sales and the cost of goods sold which amount is obtained by adjusting 
purchases of goods during the year for differences between year-end inven- 
tories. That is to say, cost of goods sold equals the value of inventory 
at the beginning of the year, increased by the value of goods purchased and 
decreased by the inventory at the end of the year. Value of purchases in- 
cludes the invoice value of goods bought less any returns, allowances or 
discounts received from manufacturers or wholesalers. The cost of goods 
also ineludes duty and inward freight, express or truckage. Outward de- 
livery costs and other store expenses are not included. 


gee ens veo ty A nehades salaries, wages and commissions 
| paid to all full-time or part-time employees including amounts paid to 
members of proprietors' families who serve in the capacity of ead beer It 
|} also includes an imputed value for the services of proprietors who devote 
the major portion of their time to the business in question. 


k Advertising--Included in this item are all amounts paid for 
| various types of advertising, newspaper, handbill, radio, etc. 


Supplies--The amount reported under this heading includes ex- 

| penditures for all supplies used in connection with the business such as 
wrapping paper, bags, twine, office supplies and in addition supplies such 
as gas and oil for the firm's own delivery equipment. 


Communication--Telephone, telegraph and postage were to be re- 
ported under this heading, 


Taxeg--All licenses and taxos including both property and 
business taxes but exclusive of Dominion income taxes were to be reported 


here. 


| Insurance--Amount of premiums paid for insurance of all types 
| carried in connection with the business was to be reported: fire, theft, 
| plate glass, insurance on delivery equipment, etc. 


Rente-Only rentals paid for premises actually used in con- 
j}nection with the business were to be reported. 


| Heat, Light and Power--Water rates, if paid separately from 
/ taxes, were to be included here in addition to all amounts paid for fuel, 
light and power. 


Bad Debt Losses--Each firm was asked to report the amount 


actually written off as bad debts during the year less bad debts written 
off in previous years and recovered in the year in question. In some in-~ 
stances amounts transferred to bad debt reserves may have been reported 


-yather than the amount actually written off. 


Repairs and Maintenance--This item includes amounts paid for 
repairs and maintenance to buildings, furniture, fixtures and store or de- 

livery equipment. Labour costs coming through the store's own payroll were 
“to be included in the payroll item and not in this catcgory. 


Interest--Only interest paid on borrowed money, bank, mort- 
gage, etc., was to be reported. No allowance was mde for interest on own 


capital investment. 


Depreciation--Each firm was asked to report what it consider- 
ed to be a fair charge for annual depreciation on owned buildings, furni-~- 
ture and store or delivery @Quipment. From two to five per cont is gener- 
ally allowed on the cost or purchase price of buildings depending upon the 
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type of construction. Five per cent of cost is fre equently allowed on store 
furniture and fixtures and twenty per cent on the cost of delivery equip- 


ment. 


Sundry Expenses--This includes all expenses not otherwise 
allocated. No separate provision was made for amounts paid outside agencies 
for delivery to purchasers. Such amounts would normally be assigned to 


the sundry expense item. 


Stock-turn Rate-~-Rate of stock-turn was obtained by divid- 
ing the average of the year-end stock figures into the cost of goods sold, 
By this means the numerator and denominator in the ratio were brought to 
the game value basis. But no information is available to indicate the 
extent to which the average of the year-end figures may be representative 
of the average stock carried throughout the twelve-month period. Thus 
while the ratios shown in the tables may be used as a basis for compari- 
sons with individual results, their accuracy as a measure of the number of 
times that stock was turned over during the year cannot be guaranteed, 
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NOTICE 


The annual reports prepared by the Industry and Merchandising Division of the 
Bureau of Statistics are divided into 3 volumes, as follows: Volume I — The Primary 
Industries, including mining, forestry and fisheries; Volume Il— Manufacturing; Volume Il— 
Merchandising and Services. 


Volume III consists of the following parts with individual trade reports listed under 
each: 


Part I — Wholesale Statistics 


A — Wholesale Trade, 25¢ 
*B — Operating Results of Food Wholesalers, 25¢ 
*C — Operating Results of Dry goods, Piece Goods, and Footwear 
Wholesalers, 25¢ 
*D — Operating Results of Miscellaneous Wholesalers, (Automotive 
parts and accessories, drugs, hardware, plumbing and heating 
equipment), 25¢ 


Part ll — Retail Statistics 


E — General Review, 25¢ 
F — Retail Trade, 50¢ 
G — Retail Chain Stores, 50¢ 
*H — Operating Results of Chain Food Stores, 25¢ 
* | — Operating Results of Chain Clothing Stores, 25¢ 
* J — Operating Results of MisceHaneous Chain Stores (variety, 
drug, furniture), 25¢ 
K — Operating Results of Retail Food Stores, 25¢ 
L — Operating Results of Retail Clothing Stores, 25¢ 
M — Operating Results of Retail Hardware, Furniture, Appliance 
and Radio Stores, 25¢ 
N — Operating Results of Filling Stations and Garages, 25¢ 
O — Operating Results of Miscellaneous Retail Stores, 25¢ 
P — Retail Consumer Credit, 25¢ 


Part I] — Service and Special Fields 


Q — Laundries, Cleaners and Dyers, 25¢ 

R — Motion Picture Theatres, Exhibitors and Distributors, 25¢ 
S — Hotels, 25¢ 

T — Sales Financing, 25¢ 

U — Farm Implement and Equipment Sales, 25¢ 

V — New Motor Vehicle Sales and Motor Vehicle Financing, 25¢ 
W — Advertising Agencies (Memorandum), 25¢ 

X — Motion Picture Production (Memorandum), 10¢ 


The reports are punched to permit of filing in a ring binder. 


* Biennial reports — not issued for 1952. 
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Note: ‘‘Operating Results and Financial Structure Independent Drug Stores’’ was formerly 


contained in ‘‘Operating Results and Financial Structure, Miscellaneous Retail Stores’’. 


DEFINITIONS 


Profit and Loss 
Net Sales — the dollar volume of business done. Allowances and discounts granted to customers 
and value of goods returned by customers are deducted from gross sales, but sales of meals or 
lunches provided employees and any goods withdrawn by the proprietor for personal use are 
included. 


Cost of goods sold — determined by adding the beginninginventory to net purchases and deducting 
the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. 


Operating expenses — all costs incurred in the year’s operation of a business, except the cost of 
merchandise. These include: 


Salaries and wages (except ‘elivery) — payments to employees before deduction ofincome tax 
or unemployment insurance. Proprietors’ salaries or withdrawals are included in ‘‘net opera- 
ting profit?’ in unincorporated store operations. 


Taxes — business, property and water taxes. Taxes_collected for remittance to govemmental 
bodies and income tax are not included. 


Insurance — annual proportion of premiums forinsurance policies carriedto protect the business, 

Rent — Payments for use of business premises. 

Heat, light and power — cost applicable to year’s operations, 

Delivery — includes salaries paid to delivery men, truck repairs and maintenance, depreciation, 
licenses and insurance on delivery equipment and supplies used in connection with delivery 


(gas, oil, etc.). 


Repairs and maintenance — costs incurred to keep fixed store assets operating efficiently 
(excludes capital expenditure). 


Depreciation allowances — provision for decrease in the value of fixed store assets. 
Store supplies — wrapping paper, office supplies, etc. 
Advertising — displays, window dressing and sales promotion. 


Net bad debt loss — estimated amount of uncollectable customers’ accounts receivable less the 
amount recovered from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, legal, auditing and collection 
fees, etc. 


Net operating profit — is the difference between ‘‘total operating expenses’’ and ‘‘gross profit ” 
and includes proprietors’ salaries and withdrawals before income tax deductions. 


Occupancy — the cost of maintaining and occupying a place of business and includes: rent, 
business and property taxes, insurance, heat, light and power, repairs and maintenance and 
depreciation. 


DEFINITIONS 


Balance Sheet 
Assets 
Cash on hand or in bank — the amount of cash in the business at the end of the year. 


Net accounts receivable — all customers’ notes and accounts owing to the business at the end of 
the year less any reserve for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand for resale but does not include 
store supplies on hand. 


Other current assets — includes assets which may be converted into cash, if necessary within a 
reasonably short time, such as Dominion of Canada Bonds and prepaid insurance. 


Fixed assets (net) — the book value of land, buildings, furniture, fixtures and equipment less any 
reserves for depreciation. Separate figures are shown for assets used in the business and those 
not used in the business. 


Other assets — investments of a permanent nature not readily converted into cash and intangibles 
such as goodwill and organization costs. 
Liabilities and Net Worth 


Current liabilities — obligations which must be paid in the near future and represent accounts 
payable or any item that may be considered as a direct lien against current assets. 


Fixed liabilities — mortgages secured by fixed assets and separated, as are fixed assets, between 
those used and not used in business. 


Other liabilities — long term notes payable, accrued expenses such as taxes due but not yet paid, 
and prepaid or deferred income, 


Net Worth — Unincorporated business — the amount invested in the business together with any 
accumulated profits after proprietor’s or partners’ withdrawls. 


— Incorporated business — net worth is shown in two parts: (1) Capital stock, which 
represents the shareholders’ investment of fully paid-up subscribed shares, and (2) Surplus, 
which represents distributable surplus, capital surplus and earned surplus, 


DEFINITIONS 


Profit and Loss Statement Ratios 


Stock Turnover — the number of timesin a year that the average merchandise inventory is sold and 
replaced. The average of the beginning and ending inventories is divided into the cost of goods 
sold. 


Note: Each of the following ratios are expressed as a percentage of‘‘net sales’’. Consequently, 
it is permissible to make direct comparisons between these ratios. Each ratio represents 
a portion of the average net sales’ dollar, 


Gross Profit Ratio — sometimes referred to as the ‘‘gross margin ratio’’ or ‘‘mark-up”’ represents 
the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. It is the portion of the average 
sales’ dollar from which the merchant meets his operating expenses and obtains his net opera- 
ting profit. 


Operating Expense Ratios — Each item of expense, as well as ‘‘total operating expenses” when 
expressed as a percentage of ‘‘net sales’’ shows the amounts of the average sales’ dollar 
required to operate the average business. 


Net Operating Profit Ratio — the remaining proportion of the average sales’ dollar after ‘‘cost of 
goods sold’’ and ‘‘total operating expenses’? have been deducted. From this amount, the per 
centage allowances for both proprietors’ salaries and income tax should be deducted, in order 
to determine the percentage ta sales of net returns on capital investment. 


Balance Sheet Ratios 


Current Ratio — Current Assets + Current Liabilities — indicates to what extent the business is 
able to meet its current obligations out of ‘‘current assets’’. Care should be taken to examine 
the components of current assets because overstocking of inventories and overinvestment in 
credit sales (accounts receivable) can result in a stronger or more favourable ratio. 


Liquidity Ratio — Cash + Accounts Receivable + Government Bonds and Securities + Current 
Liabilities — sometimes referred to as the ‘‘acid test’’, is similar to the ‘‘current ratio” asa 
test of current credit strength. A ratio of 100% (or 1) is usually considered favourable. 


Working Capital to Net Worth Ratio — denotes the relationship between ‘‘ working capital’’ (current 
assets less current liabilities) and a proprietor’s equity in the business. That is, the proportion 
of ‘‘net worth’’ that could be realized readily if liquidation were necessary. 


Worth-Debt Ratio — Net Worth + Total Liabilities — if used in conjunction with the ‘‘current 
ratio’’, would reflect any weakening of the capital structure of a business through large loans 
which give a high ‘‘current ratio’’. 


Interstatement Ratio 
Turnover of Total Capital Employed — Net Sales + Total Assets used in the business — provides 


an indication of the degree of management efficiency. However, this ratio should not be used 
alone because ‘‘profits’’ and not ‘‘sales’’ are the major criterion of efficiency. 


OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT DRUG STORES 
1952 


INTRODUCTION 


The ratios appearing in the operating results 
bulletins may not constitute an ideal pattern of 
operations which all retailers should set as a goal, 
but they do represent a standard by which the re- 
tailer may ascertain whether or not his operations 
are being conducted as effectively, economically 
and profitably as those of the trade in general. To 
the merchant whose profits are below average, the 
operating results summaries may help to disclose the 
reasons which account for this situation. Reflection 
and consideration on the part of the merchant make 
it possible to decide whether his operating methods 
should be altered or whether the situation is normal 
in the light of conditions peculiar to the location of 
his business, 


There is growing evidence that independent 
retail merchants are making more advantageous use 
of the results shown in the biennial operating results 
bulletins issued by the Dominion Bureau of Statis- 
tics. Many accounting firms whose clientele includes 
retail merchants have shown much interest in these 
series. 


A number of trade papers and business periodi- 
cals have reproduced and interpreted the results of 
previous studies with the object of illustrating to 
retail merchants the manner in which operating 
results can be used as a tool in store management. 
This is a practice the Bureau is pleased to en- 
courage, since it meets with one of the most im- 
portant objects in maintaining this series, namely 
the promotion of improved merchandising on the part 
of retailers. 


Statistics derivedfrom other sources have shown 
that the mortality rate of business is much higher 
among new entrants into the field of retailing than 
among those established for five years or more. 
There are many reasons for this, some of them as- 


sociated with the natural incompetence of the initiate 
retailer which could not be completely overcome by 
means of operating statement analysis. It seems 
reasonable to suppose, however, that failure in many 
cases is the result if inadequate knowledge on the 
part of new proprietors of the true fiscal requirements 
involved in operating a business and the proper allo- 
cation of costs. Where capital is limited, as is often 
the case in a newly-established store, it would seem 
that most careful attention should be given to main- 
tenance of proper records and that provision be made 
to check against some such standard performance as 
these publications provide. 


Analyses of both profit and loss statements and 
balance sheets are presented in this report. 


Profit and loss data are shown for owned and 
rented stores separately, and for various sales-size 
categories. 


Balance sheet data, which was introduced in 
1948, is continued in this 1952 study. This informa- 
tion is presented by sales-size and kind of occupan- 
cy groups for stores with $20,000 or more annual net 
sales. Where possible, a further differentiation has 
been made between businesses in operation less 
than 10 years and 10 years or more, An important 
change, introduced in 1950, is the segregation of 
fixed assets and fixedliabilities between those used 
in the business and those not used in the business. 
This makes possible a better relationship between 
assets used in the business and sales than was 
possible when all fixed assets of the proprietor were 
reported as one item. 


Definitions of the ratios presented in this 
bulletin, for comparison and financial statement 
analysis, are shown on the opposite page. 
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MERCHANDISING AND SERVICES 


DRUG STORES 


The tabulated results presented in this bulletin 
were derived from reports submitted by independent 
drug stores without soda fountains. The term ‘‘in- 
dependent’? is used to mean non-chain or single 
establishment firms. There were 423 unincorporated 
and 56 incorporated stores which submitted returns 
suitable for profit and loss statement tabulations. 
The 423 unincorporated firms were comprised of 175 
owner-operated and 248 lessee-operated stores, 
whereas the 56 incorporated stores’ operations were 
conducted in rented premises. Separate results are 
shown for both incorporated and unincorporated firms 
as well as for stores operated in owned and rented 


premises. In addition, a further differentiation was 
made to show averageresults for firms within typical 
annual sales-size ranges for each category. 


Average balance sheet results were tabulated 
for both ‘‘owned’”’ and ‘‘rented’’ categories of un- 
incorporated firms and ‘‘rented’’ category of the in- 
corporated firms. There was a sufficient number of 
reporting unincorporated firms to allow the presen- 
tation of balance sheet data for businesses in 
operation ‘‘under 10 years’’ and ‘‘10 years and over’’ 
within each sales-size range. 


Operating Results 


Although identical firm results are not used, a 
reasonable year-to-year comparison of operating 
results may be made. Because profits and expenses 
for each year are expressed as percentages of their 
respective sales, it is necessary to take into ac- 
count the change in sales to make a significant 
interpretation of changes in ratios. As an example, 
if average sales increased 10 per cent from $50,000 
in 1950 to $55,000 in 1952, and rent showed a pro- 
portionate increase from $600 to $660, the rent 
expense ratio would be identical for both years. 
However, if rent remained unchanged, or increased 
less than 10 per cent, the rent expense ratio would 
decline, 


Changes in ratios and averages for both un- 
incorporated andincorporated drug stores showed the 
same trend from 1950 to 1952. Gross profit ratios 
increased from 28.94 per cent to 29.08 per cent for 
unincorporated stores and from 33.40 per cent to 
34.11 per cent for incorporated stores. Total opera- 


ting expense ratios also increased in 1952 but toa 
smaller degree than did the gross profit. Consequent- 
ly, net operating profit ratios increased from 11.90 
per cent to 12.02 per cent for unincorporated stores 
and from 4.45 per cent to 5.38 per cent for incorpo- 
rated stores. In addition to the net operating profit 
forming a larger portion of the average sales’ dollar 
for both forms of organization, the average net sales 
(or number of average sales’ dollars) for both un- 
incorporated and incorporated stores increased in 
1952. Therefore, both unincorporated and incorporated 


drug stores realized a greater net profit in 1952 


when compared with 1950 results. 


Inventories of both incorporated and unincorpo- 
rated drug stores were higher in value at the end of 
1952 than at the beginning of the year. 


The annual rate of stock turnover ranged from 
2.12 for the smaller stores to 4.44 for firms in the 
largest Sales-size category. 


Financial Ratios of Independent Drug Stores, 1950 and 1952 Compared 


CURE TAGLO. soibi. cnc cuetse eves vtec deed shvaete «Rd coos deeb aces sech aoa erate waexescenmtmes 


PST QUECTCYETAEILO:. cacesecess cascey covteds at foascnus sat aseanacavnsouacerochapaunsnee cdeapets ese 


Working ‘capital to Met worthy enc.ccccccrscccocesscarstocopvccescesenacescaservesses 


WOrth (GED TALC cscs ss.ccvensensscvavencsavsvencenedncuvacecstcchrectesusdvaveaneencesrsesesss 


1, Ratio definitions are shown on page 6, 


Turnover of total capital Employ edicccsesereracsssevees<naschencocrcvaceecetuace 
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Incorporated 
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Operating Results of Independent Drug Stores, 1950 and 1952 Compared 


Item 


Unincorporated Incorporated 
1950 1952 1950 1952 


PAMCHAE COM COIS ALES) ccscazoc cars coslodencnsscresecs'deeee-s-u sh duest dear -cosaecnB ater sac sewecdev’ 45, 117 51,602 78, 306 93, 162 
Profit and Loss Data 
(Per cent of net sales) 
MG EOS SUPROLNG eres occa end Soe oes corse Sea oo sa tte Sw sats boss dNEG wenw'debonceokon 28, 94 29.08 33.40 34, 11 
Operating expenses: 
ENMPLOVCCSMISAL ANIC Syst sae cconseesttesscveoecine ccnev sewer tees Uae suseere ote evencanses 85152 8.68 18, 48 18.83 
OCCUPANCY qirtescscacosastvegacedccstedepsstoicccepesseh ceessiaisssbesdbsrssabssseeovtsessenseasces 4, 58 4, 37 Senda by AY 
ISEORETSUP PLCS wcnsbegeneas ccs sse denseuransttansGotpn suas cdeatlasesaGUoassneteSbcapsbasesvdue 0. 58 0, 59 0. 66 0. 64 
PA CIVETUUSIN Cisaeescre cee teceeees voneten teense seen cnete ten cavavsvesccncasctese iepecehcosserdes 0.79 0.75 1, 18 Weary 
FAUMBOUR CIBCX PCN SCSiecntreracc ch csrtoeressvvtvensnetocscvecsercvvectevesspereusecesscssiouss PM 2. 67 2.86 2.95 
Total operating ExPeNSeS...............cececcececesceecececececeteneaeececeeeetes 17, 04 17, 06 28, 95 28. 73 
Net operating profit before provision for income fat eee en: 11, 90 12. 02 4.45 5.38 
V6 Includes proprietors’ salaries for unincorporated stores, 
COMPOSITION OF AVERAGE GROSS PROFIT 
DRUGSTORES 
SEM ONS Jo OF 
NET SALES 1945-46-48-50 AND Se NET SALES 
30 
30 
Omer 
25 S| ws} 
ADVERTISING 
———aOCeGUPANGY 
AO) ——= —— 120 
SALARIES 
Si see? 
Og ===] | (0) 
NET PROFIT — > 
5 5 
re) (0) 


1948 


1950 1952 
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TABLE 1. Independent Drug Stores — Operating Results of Unincorporated Stores, by Sales Volume and 
Occupancy Basis, 1952 


Item 


Owned stores 
with annual net sales of 


MERCHANDISING AND SERVICES 


Rented stores 


with annual net sales of 


$10,000 | $20,000 $00, ae $10,000 | $20,000} $50,000 | $100,000 
to to to to to and 
$19,999 | $49,999 $09. '999 $19,999 | $49,999 | $99,999 over 
Number of stores reporting .. 27 87 53 19 94 108 22 
Average net sales per store 15,872 34, 579 67,096 15,501 37,082 69, 201 136,617 
Average cost of goods sold 11, 461 25, 203 47,676 10, 560 26, 263 49, 007 94, 134 
AVEFaGe DESI DING MIVEMEORY 5 oi ecec. nenaecpanex~ acensenenvanrccesxec¥ousheesuyehortesnennvondvewesseste $ 4,372 8,156 12, 323 4,987 8, 776 13, 289 20,962 
Average inventory, end of year.. 4,541 8, 483 13, 310 4,989 8, 960 13, 590 21, 453 
Stock turnover (times per year) Pott BN05) Sele Pp AP) 2.96 3.65 4.44 
Profit and Loss Data 
(Per cent of net sales) 

GOSS PLOLIG «acon ceceseppsce aacaen cxvsuceseesvsaes eng cvvdaccovics ro scotster se saat acetic ns bcutarscaedauntascagcueta 27.79 27.12 28.94 32.09 29.17 29.18 31.09 

Operating expenses: 
Employees’ salaries and wages one Wed ey) LiBeiedescoudanee Mois aueseeees 4,15 6,07 9, 26 5, 24 7. 56 9,54 10.61 
TRAX OSC Wk taisnact sence nes Disis e henner ere osancushs 13s) 0.83 0.72 0.94 0.42 0.34 0. 22 
Insurance 0. 78 0.66 0.58 0.65 0.54 0.42 0. 38 
TOTIG neccuveys cxsvcesveeeenecaes - = - 5. 79 2. 19 oka gs) 
Heat, light and power. ieee) 1.03 0.82 1.01 0.66 0.51 0.44 
Delivery siossalevovasareraee tenes 0.76 (a) 0.79 0.69 1.04 ake) 1, 39 
Repairs and maintenance. 0.75 0.64 0.53 0. 50 0. 38 ne) 0.45 
Depreciation allowances .. 0.64 i el 6 | 1,06 0.79 0.48 0. 58 0.54 
Store supplies ............. 0. 49 0.59 0.64 0.47 0. 50 0.61 0.56 
Advertising ...........4.. 0.52 0.52 0.79 0.79 0.75 0.73 1.00 
Bad debts-written off . 0,09 0.09 0.03 0.05 0.04 0.10 0.03 
(Less) amount recovered .. - 0.03 - 0.03 = 0.01 = 
Net bad debt loss. .......... 0.09 0.06 6.03 0.02 0.04 0.09 0.03 
ATT10 th ef XD ENS OS iter.secviecescvcusvencancdacconspoecneveaeeesaccpanessetcus seater eprom emaernce ene 1. 64 1.63 L597 2.62 1.58 1.47 ilesht 
Total operating) Expenses: 2.csczccecceeesvess -secrscs seen sevstn sau aascvssadas ss ausesnedsvesteerce 12,50 3. 86 119 19.51 16. 74 17. 90 18. 92 
Net operating profit before deduction of proprietors’ salaries and income tax 15,29 13. 26 11. 75 12.58 12.43 11,28 12.17 

TABLE 2. Independent Drug Stores — Operating Results of Incorporated Rented Stores, 1952 
Stores with annual net sales of 
a $20,000 $50,000 $100,000 
to to and 
$49,999 $99,999 over 
Number of stores reporting 10 22 22 
Average net sales per store .. 36,090 74, 707 141, 197 
Average cost of goods sold 2o,. TTL 50, 530 90, 817 
Average HSSUMIMNE LN VEDEORY! ec vceveceesvccsesessrcuoAcneparommnsywiodelstnsavaunnssdubuseeteendecuacuannpss srk 9,701 19,007 25, 815 
Average inventory, end of year. 9,636 20,088 26, 575 
Stock turnover (times per year) 2.60 2.59 3.47 
Profit and Loss Data 
(Per cent of net sales) 

GROSS ORO ETE oe a cocks eee ao ae ag ae cso EO re 30. 25 32.36 35.68 

Operating expenses: 
Employees’ salaries and wages (except delivery)... 18.50 18.45 19. 20 
ET AK OS ars adicacs Ieiesenacc 7 OR ase R ae oad 0.48 0432 0.42 
Insurance .. 0.51 0.64 0. 44 
IRs) Lie fee Reece OO Stel 3. 06 2.92 
Heat, light and power. 1.02 0.65 0, 34 
DOLL VOLY i csitcnteciswenrsmen en 0.93 0.53 0.74 
Repairs and maintenance... 0. 43 0. 39 0. 23 
Depreciation allowances . 0. 48 0. 42 0.59 
Store supplies. 0.61 0. 76 0, 59 
Advertising .............. 0.66 1. 00 123) 
Bad debts-written of 0.01 0.10 0.14 
(Less) amount recovered . - 0.07 0.02 
Net bad debt loss ..........65 a 0.01 0.03 0.12 
AMIE OLN eT EXPENSES soicvasepepeaiets oarcee ser ccraue cx esse eneeaete sansierts tanexriinacnsnrenseenent acer seaennetes S.ad PS 2.10 
Totalvoperatin Sie xp ens Os: aeicccacesassceccaesicavansevasceneveastosseccncrpactas nanan vee encatanaresa 29, 95 28.56 28.92 
Net operating profit before proviSion for INCOME tax....c..ccecesereecereeerereecetereneerere 0.30 3.80 6, 76 
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TABLE 3, Independent Drug Stores— Owned— Financial Structure of Unincorporated Stores by Size and Age of Business, 
as at December 31, 1952 


Stores with annual net sales of 
Total 


$20,000 to $49,999 $50,000 to $99,999 all 


Item sizes 
$20,000 
under 10 years 10 years , 
Assets 
Current assets: 
CAaShVON MANGcANG AN: DANK: .-cxcssevsenccecssiossvasansecsascpesspgacurvcacsesciayviceantancoesvaevesnsecwars 1, 167 2, 282 2,010 4,695 3,961 4, 166 Sy IPAS 
Accounts and notes receivable (net) . 487 603 575 814 1, 129 1,041 782 
Merchandise inventory ........... Satize 8,527 8,574 14, 225 12, 831 Hs e220 10, 797 
Other current assets........ 367 2,861 2, 254 548 668 635 egi23 
MH OLALICUITON EAS SOUS o.sien, tn-s sce tere cecee ea icenenea doe ott eey Sis caeesocnccweie vars aleeoanaskieds 10, 744 14, 273 13,413 | 20,282 18,589 | 19, 063 16,427 
Fixed assets (net): 
RS CUEUNMUN GAD US IO SIS cceavecsces cust eate vase tece ech ssicass sp niomeantney wove Nea soapeesapunevawenutcsdueteeers 9,347 6, 596 7, 266 15, 569 8,996 10, 836 8,892 
Not used in the business.. 1,026 1, 613 1, 470 221 3,015 Fhe eh 1,714 


Total fixed assets (net) 10,373 8,209 8,736 | 15,790} 12,011 13, 069 10, 606 


Other assets: 


PAVCSUNCTES Oba PETMANENE NAME. ac cccccvencpecascsevcosesnapepeeencss pnrasacenceveesesseinciee vers 439 1,018 877 114 800 608 748 

MTLAM SUDO Mere nas ccavascss ossnacesbinastanssancs: sisseeassicidncsunsevtssassnvassscoabaseedvoratessbessoerteas — 517 391 369 191 241 330 

Total other assets .. 439 1,535 1, 268 483 991 849 1,078 

PM OULAINASSCES Bersccnvacay hab ons sce cate etre eat Secs neue UMC o yaaa sb as aulacessceacescaxeevausene? 21,556 | 24,017 | 23,417] 36,555 | 31,591 32, 981 28,111 

Liabilities 

Current liabilities — accounts and noteS payable .......sssesseeessceessecessestereees et id | 3, 395 3, 366 7, 850 3, 609 4,797 237 
Fixed liabilities — mortgages on fixed assets: 

Used in the business 2,961 705 15255: 6, 502 1, 357 2,797 1,939 

Not used in the business 53 544 424 - 69 50 270 

OCH CATA DUEL E'S pcp cones semen ccoscatnco nueeamenises teeter oa peN cons vaesesuspccuaseenusarsgenncss > \easaphesiaien’ 264 322 308 1,564 419 739 462 

otal Wabi wi es yo .-<sc-5..sssasescsceers 6,555 4, 966 5,353 15, 916 5,454 8,383 6, 808 

Net worth —proprietor’s or partners’ equity in the bUSINESS ..........ceeseeeeeeeeseeee 15, 001 19,051 18, 064 20,639 PAR RS 24, 598 21, 303 

otal liabilities’ and NEC: WOrtM Geccce cece sccncesptevvocee saedovidascncces soaaeseccacarsonedeeraspeats 21,556 | 24,017 | 23,417] 36,555 | 31,591 32,981 28,111 

Number of stores reporting .......... 19 59 78 14 36 50 132 


Average net sales of stores reporting ............ 34, 941 34,927 34, 930 70, 948 66, 443 67, 706 50, 098 


TABLE 4, Independent Drug Stores— Rented— Financial Structure of Unincorporated Stores by Size and Age of Business, 
as at December 31, 1952 


Stores with annual net sales of 
Total 
all 


iar $20,000 to $49,999 $50,000 to $99,999 $100,000 Sines 


; d $20,000 
under 10 years under 10 years aD ‘ 
10 years | and over Total 10 years | and over Total Es and over 


Assets 
Current assets: 
Cash on hand and in bank .........-c..csss0s9 : 2,794 2, 597 4, 207 
Accounts and notes receivable (ne 488 460 1022 
Merchandise inventory .........cseee 9, 295 8, 988 12, 512 
Other current assets..... 2,043 1, 593 1,789 
OCALOUTTORUPAS SOUS cc.c- crete sane soo adn eae codec betneed cenaceeceeneeisen ostacenane 14,620} 13,638 19,529 
Fixed assets (net): 
WISEC MINI CHEM NSIN CSS y,ccasacav.caccesnetennseccounsscsecnsassvoapavecsvecstasevesosens rave 1, 829 1,844 2, 620 
OC Sed In TNC: DUSTIN SSS ooo saneve con vssitevensvarypnusenvensstaubsvavsmntschouokvavnnenn 1,329 1, 378 1,653 
Movalutixed/ assets. Cl) 2 cee. csccseseoe vent ocosdn Sees ser saeenceaeeenacee 3,658 3, 222 4,273 
Other assets: 
Investments’ of a permanent NAtUICss..<...-0---cecsscncanseseorrerssereotwactsene 7186 596 2,044 810 
MMNGAN Gi DI OSie 5: eccesevranszcetve<has siapessccscsesscsinzastsavosec-susainaenavselveal buexaanagers 736 860 948 956 
HE OL AUTO CCT ASSOUS Fece occ ps cccscefencanera csonsts tev cestete dation due oateoaestescdeoe 1,522 1,456 2, 992 1, 766 
BLOLAL ASS CUS yp casepeesn ste ars (cones ens eiense er anae Menara Neces wads eres voress tae ae cs 19,800} 18,316 ‘ 45, 061 25,568 
Liabilities 
Current liabilities — accounts and notes payable o......cescceceseeeneneee 2,709 3, 342 5, 720 11, 268 5, 304 
Fixed liabilities — mortgages on fixed assets: 
SOMA CHS ISIN OSS: oa cascs ces evr vec ses csdaysesavanaveskosenatnasapiehunsemenerebec sive 603 780 586 514 659 
Not used in the business 666 502 662 - 529 
OUT SRT ADU ILLCS Peescssvevsan sseccvevesss ssspsecuaocbanetscasasaiwesvescsvonsusdetasseaeoveete 268 247 601 634 459 
Total liabilities .... 4,246 4,871 7,569 12,416 6, 91 
Net worth —proprietor’s or partners’ equity in the business ........ 15, 554 13, 445 20, 066 32,645 18, 617 
Total liabilities and met Worth .0..........cc.ccceece cee ceeeeeeseeeeceeeeateee 19,800} 18,316 27, 635 45,061 25, 568 


19 187 


58 vu 91 
69, 288 137, 353 63, 076 


37, 294| 37, 408 


IMCL OF SUES! TODOTUNG  <css-schoicsxsoxsraccersonatcncbacseateusvussvsssbaseienevavans 
Average net Sales of Stores reporting .........csererseersrercsererenerscereresens 
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TABLE 5. Independent Drug Stores — Financial Structure of Incorporated Rented Stores by Size of Business 
as at December 31,1952 


Stores with annual net sales of Total 


all 
Item sizes 
0,000 
a ste) Gs $20,000 
999 $99,999 over. and over 
Assets 
Current assets: 
ASH OMA ANG TN WATIK. wsrecateanvenscig evsits sancesnasxmeenassely savanna dacs Me ot glass aauaciave¥aemen pastas 2, 185 5, 467 9,795 6,711 
Accounts and notes receivable (net) . 1,054 2, 356 4,785 3, 50 
Merchandise inventory 10,623 20,514 24,622 20, 490 
Other current assets .... 428 2,048 3, Lee 2, 209 
Total CwUrON ASSOES 5 cs0l sous edeessrasas even aapecetueey calcd cer oe emis ona eee aaa ceeaek 14, 290 30, 385 42,314 32,560 
Fixed assets (net): 
WSed'injthe DUSIN SSS is cecenpnas se acnansscennncvuntsworaatersueanvertuon sees sever ce-ctbenmay fede sc ckcvsetsnacner 1,392 2, 295 3,091 2,471 
Notiuse GiiaMth es business rs. ..c.cecsctectercnasnesciest seeaderesuyscveserestastecvssvin cenivuncogeteseuncness - 624 3, 804 1,855 
Motalalixeds ASSets; (MEE)! sca ccaseasey wr, oh sesbcaneasn epusto aware dss cantons steer oeerece steal nese tevaencslcs 1, 392 2,919 6, 895 4, 326 
Other assets: 
Investments of A PELMANE|ME WATE |. csseosncteetaene dear andvaceernenastatccnceseyguptenncvcoauapo sala veins 165 T07 4,518 2, 220 
Intamgi less cst cnscncvesecsaseeesescemeniececaeres ¢sseuarea atone nucasvucieaak dove aanasomepoausousevadtan ance sca onsesp nines 275 1,622 4,557 2,622 
Wotal GOCE! AS SCCS ccgscaaeneencaek cere mrak cee Tone aN eee Ue ik Seam cacomenenal 440 2,000 9, 075 4, SA2 
EAT ASSOC ihrer arch vei sete sae tecrenes von abe oe esate aie Use eec dines see ari ode dahon Maatautnece meee 16,122 35, 633 58, 284 41, 728 
Liabilities 
Current liabilities — accounts and noteS payable .........cccescssscsssctesesesetenenerescecsesesenes 5, 704 7,132 10,879 8, 460 
Fixed liabilities — mortgages on fixed assets: 
NSO Ci My at © HUTS LTC Sr Neaueans snaesex avon cevawans cniseNne sean dinsjcn stipes nat hans eswenanaeabnsiadiekiadaetv ines oases - 218 1, 263 621 
Nobis EGET EE DUSINESS iy, .cteckacectnt ce ccsinersathtrsteCopssadeors teas ceeeaauissavssavaiahp ecsadenesasensenae _ 36 2,421 1 OSF 
Othendilapieresitrs coe testes ees acsaivvwae cence ss vave seater lentes seve rcserncnstectoetecspavevel sue mcnuecsay ee sree 698 98 405 334 
MOCAl WADINCEES paccreseetetoce caso tence atic eree ea reece ech ogees eorencr otaeeseeeieasaisetcausn ster avatoae 6, 402 7, 484 14, 968 10,452 
Net worth: 
Capital StO@ks: servis.mcessccccestsenest Me doo 14, 100 22, 643 16, 467 
Surplus and undivided profits ; 2, 590 14, 049 20,673 14, 809 
PotaltVveb Wort jpacccs sasevess woes tesa vasiense eri aee servus der catiten roe natn wuss uate ie casa annentee met canaiinrg 9, 726 28,149 43,316 31, 276 
Total liabilities and MEE Worth, 6.025..-..2-0ececcsew ence cess aes sue eaedpeedae Nene ee sepeeeetease vs 16, 122 35, 633 58, 284 41,728 
INUMber Of StOTESTODOTUN S eccccan pn cucescdcabusance sneer scutuneraisssnvvaseuenscnenehcannescpeveecbunssedapeananc dee 8 18 19 45 
Average netvssales Of SHOVES TEPOCELTS icriacas ce lccw enn cosvranputsn sta hanaichennnatnbaninanasnonscnenenans 38, 298 74, 816 131, 195 92, 129 
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NOTICE 


The annual reports prepared by the Industry and Merchandising Division of the Bureau 
of Statistics are divided into 3 volumes, as follows: Volume I— The Primary Industries, 
including mining, forestry and fisheries; Volume Il— Manufacturing; Volume Til — Merchan- 
dising and Services, 


Volume III consists of the following parts with individual trade reports listed under 
each: 


Part I— Wholesale Statistics 


A—Wholesale Trade, 25¢ 
*B—Operating Results of Food Wholesalers, 25¢ 
*C —Operating Results of Dry Goods, Piece Goods and Footwear 
Wholesalers, 25¢ 
*D—1 Operating Results of Automotive Parts and Accessories 
Wholesalers, 25¢ 
2 Operating Results of Drug Wholesalers, 25¢ 
3 Operating Results of Hardware Wholesalers, 25¢ 
4 Operating Results of Plumbing and Heating Supply 
Wholesalers, 25¢ 
5 Operating Results of Household Appliance & Electrical 
Supply Wholesalers, 25¢ 


Part Il— Retail Statistics 


E— General Review — (Discontinued) 
F'— Retail Trade, 50¢ 
G— Retail Chain Stores, 50¢ 
*H — Operating Results of Food Store Chains, 25¢ 
* I—Operating Results of Clothing Store Chains, 25¢ 
* J—1 Operating Results of Variety Store Chains, 25¢ 
2 Operating Results of Drug Stores Chains, 25¢ 
3 Operating Results of Furniture Store Chains, 25¢ 
K—Qperating Results of Independent Food Stores, 25¢ 
L— Operating Results of Independent Clothing Stores, 25¢ 
M— Operating Results of Independent Hardware, Furniture, Ap- 
pliance and Radio Stores, 25¢ 
N ~ Operating Results of Filling Stations & Garages, 25¢ 
O-~=1 Operating Results of Independent General Stores, 25¢ 
2 Operating Results of Independent Restaurants, 25¢ 
3 Operating Results of Independent Fuel Dealers, 25¢ 
4 Operating Results of Independent Drug Stores, 25¢ 
5 Operating Results of Independent Jewellery Stores, 25¢ 
6 Operating Results of Independent Tobacco Stores, 25¢ 
P — Retail Consumer Credit, 25¢ 


Part Il1]— Services and Special Fields 


Q-—Laundries, Cleaners and Dyers, 25¢ 

R-Motion Picture Theatres, Exhibitors and Distributors, 25¢ 
S— Hotels, 25¢ 

T—Sales Financing, 25¢ 

U— Farm Implement and Equipment Sales, 25¢ 

V-—New Motor Vehicle Sales and Motor Vehicle Financing, 25¢ 
W-— Advertising Agencies (Memorandum), 10¢ 

X— Motion Picture Production (Memorandum), 10¢ 


The reports are punched to permit of filing in a ring binder. 


*Biennial reports — not issued for 1954. 
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DEFINITIONS 


Profit and Loss 
Net Sales — the dollar volume of business done. Allowances and discounts granted to customers 
and value of goods returned by customers are deducted from gross sales, but sales of meals or 
lunches provided employees and any goods withdrawn by the proprietor for personal use are 
included. 


Cost of goods sold — determined by adding the beginning inventory to net purchases and deducting 
the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. 


Operating expenses — all costs incurred in the year’s operation of a business, except the cost of 
merchandise. These include: 


Salaries and wages (except delivery) — payments to employees before deduction ofincome tax 
or unemployment insurance. Proprietors’ salaries or withdrawals are included in ‘‘net opera- 
ting profit’’ in unincorporated store operations. 


Taxes — business, property and water taxes, Taxes collected for remittance to govemmental 
bodies and income tax are not included. 


Insurance — annual proportion of premiums forinsurance policies carriedto protect the business, 

Rent — Payments for use of business premises. 

Heat, light and power — cost applicable to year’s operations, 

Delivery — includes salaries paid to delivery men, truck repairs and maintenance, depreciation, 
licenses and insurance on delivery equipment and supplies used in connection with delivery 


(gas, oil, etc.). 


Repairs and maintenance — costs incurred to keep fixed store assets operating efficiently 
(excludes capital expenditure), 


Depreciation allowances — provision for decrease in the value of fixed store assets, 
Store supplies — wrapping paper, office supplies, etc. 
Advertising — displays, window dressing and sales promotion. 


Net bad debt loss — estimated amount of uncollectable customers’ accounts receivable less the 
amount recovered from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, legal, auditing and collection 
fees, etc. 


Net operating profit — is the difference between ‘‘total operating expenses’’ and ‘‘ gross profit ” 
and includes proprietors’ salaries and withdrawals before income tax deductions. 


Occupancy — the cost of maintaining and occupying a place of business and includes: rent, 
business and property taxes, insurance, heat, light and power, repairs and maintenance and 
depreciation. 


DEFINITIONS 


Balance Sheet 
Assets 
Cash on hand or in bank — the amount of cash in the business at the end of the year. 


Net accounts receivable — all customers’ notes and accounts owing to the business at the end of 
the year less any reserve for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand for resale but does not include 
store supplies on hand. 


Other current assets — includes assets which may be converted into cash, if necessary within a 
reasonably short time, such as Dominion of Canada Bonds and prepaid insurance. 


Fixed Assets (net) — the book value of land, buildings, furniture, fixtures and equipment less any 
reserves for depreciation. Separate figures are shown for assets used in the business and those 
not used in the business. 


Other assets — investments of a permanent nature not readily converted into cash and intangibles 
such as goodwill and organization costs. 


Liabilities and Net Worth 


Current liabilities — obligations which must be paid in the near future and represent accounts 
payable or any item that may be considered as a direct lien against current assets, 


Fixed liabilities — mortgages secured by fixed assets and separated, as are fixed assets, between 
those used and not used in business. 


Other liabilities — long term notes payable, accrued expenses such as taxes due but not yet paid, 
and prepaid or deferred income. 


Net worth — Unincorporated business — the amount invested in the business together with any 
accumulated profits after proprietor’s or partners’ withdrawals. 


— Incorporated business — net worth is shown in two parts: i 
(1) Capital stock, which represents the shareholders’ investment of fully paid-up 


subscribed shares, and 
(2) Surplus, which represents distributable surplus, capital surplus and earned 


surplus. 


DEFINITIONS 


Profit and Loss Statement Ratios 


Stock Turnover — the number of timesin a year that the average merchandise inventory is sold and 
replaced. The average of the beginning and ending inventories is divided into the cost of goods 
sold. 


Note: Each of the following ratios are expressed as a percentage of‘‘net sales’’. Consequently, 
it is permissible to make direct comparisons between these ratios. Each ratio represents 
a portion of the average net sales’ dollar. 


Gross Profit Ratio — sometimes referred to as the ‘‘gross margin ratio’’ or ‘‘mark-up”’ represents 
the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’, It is the portion of the average 
sales’ dollar from which the merchant meets his operating expenses and obtains his net opera- 
ting profit. 


Operating Expense Ratios — Each item of expense, as well as ‘‘total operating expenses” when 
expressed as a percentage of ‘‘net sales’® shows the amounts of the average sales’ dollar 
required to operate the average business. 


Net Operating Profit Ratio — the remaining proportion of the average sales’ dollar after ‘‘cost of 
goods sold’’ and “‘total operating expenses’? have been deducted. From this amount, the per 
centage allowances for both proprietors’ salaries and income tax should be deducted, in order 
to determine the percentage to sales of net returns on capital investment. 


Balance Sheet Ratios 


Current Ratio — Current Assets = Current Liabilities — indicates to what extent the business is 
able to meet its current obligations out of ‘‘current assets’’. Care should be taken to examine 
the components of current assets because overstocking of inventories and overinvestment in 
credit sales (accounts receivable) can result in a stronger or more favourable ratio. 


Liquidity Ratio — Current Assets less Merchandise Inventory + Current Liabilities — sometimes 
referred to as the ‘‘acid test’’, is similar to the ‘‘current ratio’’ as a test of current credit 
strength. A ratio of 100% (or 1) is usually considered favourable. 


Working Capital to Net Worth Ratio — denotes the relationship between ‘‘ working capital’’ (current 
assets less current liabilities) and a proprietor’s equity in the business, That is, the proportion 
of ‘‘net worth’’ that could be realized readily if liquidation were necessary, 


Worth-Debt Ratio — Net Worth = Total Liabilities —if used in conjunction with the ‘‘current 
ratio’’, would reflect any weakening of the capital structure of a business through large loans 
which give a high ‘‘current ratio’’. 


Interstatement Ratio 
Turnover of Total Capital Employed — Net Sales + Total Assets used in the business — provides 


an indication of the degree of management efficiency. However, this ratio should not be used 
alone because ‘“profits’’ and not ‘‘sales’’ are the major criterion of efficiency. 


OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT DRUG STORES 
1954 


INTRODUCTION 


This report on operating results and financial 
structure presents information in the form of aver- 
ages and ratios as a guide to retail store operators 
for the trade covered here. These ratios are the 
‘‘average’’ of a broad range of operational effi- 
ciency, and as such do not represent top perform- 
ance guides. However, used with this in mind, they 
show a standard by which business men can com- 
pare their own operating experiences. The pattern 
of expense and financial ratios, by size and kind of 
business, permit direct analysis of operating re 
sults for the year. 


There is growing evidence that independent 
retail merchants are making more advantageous use 
of the results shown in the biennial operating re- 
sults bulletins issued by the Dominion Bureau of 
Statistics. Many accounting firms whose clientele 
includes retail merchants have shown much interest 
in these series. 


A number of trade papers and business period- 
icals have reproduced and interpreted the results of 
previous studies with the object of illustrating to 
retail merchants the manner in which operating re- 
sults can be used as a tool in store management. 
This is a practice the Bureau is pleased to en- 
courage, Since it meets with one of the most im- 
portant objects in maintaining this series, namely 
the promotion of improved merchandising on the 
part of retailers. 


The new owner of a retail store or the pro- 
Spective operator might well study these aver- 
ages. Not all failures in business, however, come 
from the ‘‘new-owner’’ group. It seems reasonable 
to suppose, however, that failure in many cases is 


the result of inadequate knowledge on the part of 
new proprietors of the tme fiscal requirements in- 
volved in operating a business and the proper 
allocation of costs. Where capital is limited, as 
is often the case in a newly-established store, it 
would seem that most careful attention should be 
given to maintenance of proper records and that 
provision be made to check against some such 
standard performance as these publications provide. 


This report deals with independent retail drug 
stores. Separate figures are given for both unin- 
corporated and incorporated stores. 


There are analyses of: 
1. Profit and loss statements 


2. Balance sheet statements 


Profit and loss data are shown for owned and 
rented stores separately, and for various sale-size 
categories, 


Balance sheet data, which were introduced in 
1948, is continued in this 1954 study. This infor- 
mation is presented by sales-size and kind of oc- 
cupancy groups for stores with $20,000 or more 
annual net sales. Where possible, a further differ- 
entiation has been made between businesses in 
operation less than 10 years and 10 years or more. 
An important change, introduced in 1950, is the 
segregation of fixed assets and fixed liabilities 
between those used in the business and those not 
used in the business. This makes possible a bet- 
ter relationship between assets used in the busi- 
ness and sales than was possible when all fixed 
assets of the proprietor were reported as one itém. 


04-8 MERCHANDISING AND SERVICES 


INDEPENDENT DRUG STORES 


Only establishments selling mainly prescription 
drugs, patent medicines, drug sundries, cosmetics 
and toilet articles and preparations, tobacco, books, 
wagazines and other novelties, are covered. Ice 
cream and soft drinks may be sold but drug stores 
with soda fountains are not included in this survey. 


Unincorporated and incorporated ‘‘single esta- 
blishment’’ or ‘‘independent’’ firms only are cover- 
ed. After careful editing, 452 questionnaires were 
used in the tabulation of profit and loss data of un- 
incorporated stores (207 owned and 245 rented 
stores). The results of incorporated stores were 
derived from 110 properly completed questionnaires 
(20 for owned and 90 for rented stores), 


Returns for which balance sheet data were 
properly completed numbered 384 for unincorporated 
stores and 103 for incorporated firms. Any change 
in the actual count from survey to survey may be 
attributed to changes in store classification, 
stores going out of business, the necessity of 
augmenting the survey list or simply to different 
non-response in the survey years. 


Tabulation of balance sheet data was made 
for different sales-size classes and, where pos- 
sible, a further breakdown by number of years in 
business. 


Compilation of profit and loss data was made 


for different sales-size categories. The response 
from large stores is generally better than that from 
smaller ones. To obtain proper ratios for total trade, 
weights of the 1951 census were used. For example 
in response to this survey, independent stores be- 
tween $10,000 and $19,999 may represent 5% of 
the business done by all respondents. According 
to the 1951 census, they might account for approxi- 
mately 11% of total drug store sales. To obtain 


ratios for total all sizes, the census weights were 
applied to the various expense and profit ratios 
of the different sales-size classes. 


Summaries showing figures for years prior to 
1952 and the chart do not show weighted ratios. 
For sake of comparability with previous years for 
which weights are not available, aggregate or un- 
weighted ratios were used. 


The average gross profit of unincorporated 
stores, expressed as a percentage of net sales, in- 
creased in 1954 conipared with 1952. Operating ex- 
penses, however, increased to a greater extent to 
cause a decline in net operating profit (11.95 per 
cent in 1952 to 11.59 per cent in 1954). Incorporated 
stores reported decreased gross profits in 1954 with 
lesser decreases in expenses. The net profit de- 
cline, therefore, was not as severe as was that of 
gross profit (4.59 per cent in 1952 compared with 
3.64 per cent in 1954). Salaries of management char- 
ged as operating expenses account for the lower 
net profit ratio of incorporated compared with. unin- 
corporated stores. 


Inventories at the end of the year were higher 
than at the beginning for both forms of organization 
and both the owned and rented groups. 


The rate of stock turnover progressively in- 
creased with size of sales, ranging from a low of 
1.98 times per year to a high of 4.38 times ver 
year, 


Balance sheet ratios are shown historically, 
affording valuable comparison for further study. 


The following summaries, tables and charts, 
will give more detail and information on the oper- 
ating results and financial position of independent 
drug stores for 1954. 


Operating Results of Independent Drug Stores 1952 and 1934 Compared 


TS aS ran a ce Oe ers ere ee RS Oe 


Unincorporated Incorporated 
Item 
1952. 1954 19521 | 1954 
(per cent of net sales) 

GIOSS PTO fC ecco ee ccc cstec pe Ree ee ee eI 28. 94 29, 82 33. 42 32.14 

Operating expenses: 
SMployecsyisalanies Ram. ' 4s: eee eee eee 8. 68 9. 20 18. 74 13. 5s 
Occupancy sa us ites astro ann Sree concen ek cancenene see Ae te Ae eR NG Bw 4.77 Deioie Dene 
Store supplies acienssanestaeana nea ctmnatesescs senemten tare eens rare ee 0.59 0. 62 0.57 0. G4 
Advertising 9.74 0.83 1.05 1.08 
All other expenses 2. 66 Ze Sil 3.04 3.99 
Total operating expenses 16. 99 18. 23 28. 83 28.50 
Net operating profit before deduction of income tax? 11.95 11.59 4.59 3. 64 


1. Covers only rented stores. 


2. Proprietors’ salaries included for unincorporated stores. 
Note: These ratios are “‘weighted’”’ according to the 1951 Census weights of the different sales sizes for independ- 
ent stores and are shown here for the first time. They do not agree with ratios snown formerly for 1952nor with those saown 


in historical] tables. 
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Financial Ratios of Independent Drug Stores as at December 31, 1948-30-52-34 


Unincorporated Incorporated 
Item =F 
Owned mented Owned Rented 
RONITIATE TG aT NUL Ome reo reece eas tecee none se ce wneneeccuchnrenenne=voscer 1948 2.32 3.63 - 4.05 
1950 4.13 Bio.t8if 4.36 Ses 08) 
1952 3.97 3. 68 _ 3. 85 
1954 36 OY 4.36 3.98 Sh ae 
LO NUECLL GY). Tet bl Om eer coe cess casacrcnsae en vocresenpcacecarnts=eac-e-sme eye 15365 Ne Be - 1.43 
1954 1. 06 1. 48 1. 46 13 
Working capita] to met worth ratio... eecescersesreeeseseee ce 1948 0. 43 0. 84 — 0. 83 
1950 0. 56 0. 78 0.66 0. 80 
1952 0.58 0. 75 _ Oswdal: 
1954 Oly 583 0. 78 0. 63 0. 78 
AVOTEMEC C0 Gara UL O Meee as costs eineeet dettwaes-c2>-eeteratreetueecnemsocensns 1948 2. 38 De, BY} = 2. 56 
1950 2.94 2s 10) 2.63 2. 38 
1952 Selo 2. 68 — 2.99 
1954 3.04 eG)! 2.09 2.00 
Turnover of total capita] employed .......-.........0....cceeeeeeeee 1952 1.90 2.64 — BAe BNA 
1954 Behl x ee 1. 49 2.41 


Note: Item definitions are shown on page 6. 


COMPOSITION OF AVERAGE GROSS PROFIT 


DRUG STCRES,INCORPORATED 


Ono lG = = ay = SonOe 
NET SALES 1945-46- 48-50-52 AND 54 VET SAbES 
35) 


ai) ONS: 


OTHER 


30 
ADVERTISING 


OCCUPANCY 25 


SEA RUE S me 


NET PROFIT 
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COMPOSITION OF AVERAGE GROSS PROFIT 


DRUG STORES,UNINCORPORATED i BF 


% OF = 
apse ee 1945-46-48-50-52 AND 54 NET SALES 


BS 


30 


ER ee | HGTAUATUAAE 
To LUUECATann UU u 
25 IMU NTT IU ADVERTISING Rainn saneitaees 


— OCCU RANEY 


Sy NEN RE Sy 
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TABLE 1. Independent Brug Stores — Operating Results of Unincorporated Stores by Annual Sales Volume and 
Occupancy Basis 1954 


Owned stores with annual net sales of | 2ented stores with annua] net sales of 


4 


os $10,000- |$20,000- | $50,000- |$ 100,000 |$ 10,000 - | $20,000- | $50,000-|3100,000 

$19,999 | $49,999 | $99,999 and Daa i $49,999 | $99,999 jand over 

INGMDErOfStOFES NEP OMUIN Sn csccccecccsetcestas ccwesrse race nteseeccsstehever-seenerenceeses 27 83 69 24 14 89 105 34 
Average net: sale's7p en iS tOey sure susctacceiesetes hactert co cetincctee eeeettesceee ese $ 15, 487 33,907 69, 318 | 128, 609 15, 793 36, 556 69,855] 130, 280 
Average be cinnin= 1nventorvar semen ene nee eee ee 5 4,984 8,576 14, 201 20, 653 5, 524 8, 844 13, 199 22,770 
Average lnventory, erdiohpean (ce. eet woh nnc oshancacs eeveeeueyee ave Atcacnes s 4,980 8,745 14, 967 21, 566 5, 510 9,196 13, 498 23, 852 
Average: COSUOL COOUSES ONG oc ccc.ceseee tacts eeccaatare teste tecearesastaretee toc $ vale Rey 24, 383 48, 743 92,501 10, 931 25,437 48,597 90,011 
Stock itamover (times peri Wanye vac ee ccs cscse re sncdscnsacoeecmereran een 2. 24 2.82 3. 34 4.38 1.98 2.82 3.65 3. 86 


Profit and Loss Data 
(Per cent of net sales) 


CET USO og) 1 0 Gree ec a Rega RE RE nt ener See 27.99 28. 09 29. 68 28. 07 30. 79 30. 42 30.29 30.91 
Operating expenses: 
Employees’ salaries and wages (except delivery) 2.00.0... 3.90 7.07 10.01 Pt 10) bala 7. 14 NOM22 10. 41 
WO LUY CP Vic-nue, ts cecstes ctetemerontese sc essed. nc Retncecusetocs = cavaakes co Meee eer aare Ons 0.62 0.76 2.02 O53 0.97 1.27 1.05 
Occupancy expenses: 
TRUXOS) Jebasccec seme cretateec eneee Rees osvokcsc cs eeteenceeeerecoten coccoxor oneateeetetecesaeestoes ody 0.91 Oran 0.51 0. 74 0. 40 0.32 0. 23 
Insurance 0.80 0.69 0. 56 0.50 0.44 0.51 0.45 0.38 
MECH cea etercedcsee — - — - 5. 00 2. 82 2003) 2023 
Heat, light and power ...... leas) 1.03 0.81 0.69 1. 04 0. 70 0.59 0. 44 
nepairs and maintenance . a 0.61 1.00 0.66 0.61 0. 60 0. 50 0. 49 0.43 
Diepre ciation allo wanGesie ccc cece meres rea oe eee O77 1.00 1.19 1. 08 0.27 0. 64 0.70 0.56 
Total OCCUPANCY EXPENSES. .................cc..ccccessseseseseteceseccerececnsese 5.30 4, 63 3. 89 3.39 8 09 5.57 5. 08 4.27 
Office GANG'S CONE SUP DMCS). cs con ccasteneceaeerctoaa<scec<cstoee eases sees eseeea 0. 46 0.62 0. 68 0. 50 0.60 0. 60 0.63 0.57 
AdVertl sing) yo-...-eeeretes Be 0. 68 OnDT, 0.93 1.05 0. 42 0.81 0.84 0.90 
Net loss on bad debts we 0. 10 0. 06 0.04 0.05 - 0.05 0.05 0.02 
All other expenses ................ aa 1.99 1.52 2013 1556 ya ies! vee i} 1.67 1. 24 
Total operating ExPeNses 22.0.2... eeccceeeesceesecescceecessvseecscseeese 13.16 15.09 18. 44 19. 77 16. 88 17.49 19. 76 18. 46 


Net operating profit before deductions of proprietors’ sal- 
atle sia ndincotest axe c) wetter conte eer ea 14. 83 13. 00 11.24 8. 30 13. 91 12.93 10. 53 12.45 
| | Vian 


TABLE 2. Independent Drug Stores — Operating Results of Incorporated Stores by Annual Sales Volume and 


INDEPENDENT DRUG STORES 


Occupancy Basis, 1954 


04-11 


Owned stores 
witi! annual net sales of 


Rented stores 
with annual net sales of 


Item 
$50 ,CO0- $160,000 $20 ,006- $50,000- $100 ,0G0 
$99,999 and over $49,999 $99,999 and over 
Tit 
PVUNIDOL Ol SLOLCS PO DOPINE ccaicie.csvissccduesosvoessssencdescdesonshenevovwsersve 13 7 15 3 41 
FAV OLAP EC MELISALES DOT SUORGicsasssuaccausshsdescassssasonsoseyceuctcvansencdcenabed $ 72, 742 128, 220 39, 390 72,747 159, 344 
Avetage beginning inventorys = .-.csccssccosssscsesssseoessestsossusesosncesnsene $ 19, 487 25,755 11, 396 17, 459 28, 376 
AAVCTASCHNVENLOLY uCNG OL VOAM ac. ccosesoccrcseevcsscscrcacssugepioacececocassaes $ 20, 282 26, 784 11, 485 18, 373 30,175 
PAM ETA SE COSELOL, LOOGS SOMA ......c.ccscovsssnsosvsccsonsactesstoeacssnactesete acts $ 52,007 90, 809 26,554 50, 285 10.2, 557 
Socks turmover (tives per Wear). c...Gpk cities cessccdadeles Reena oo Deere 2. 62 3. 46 2 oe 2.81 3. 50 
Profit and Loss Data 
(per cent of net sales) 
GROSS I DEOU Ose secteeos ence onesnetenrce cance ceaatvanapercusrasccennceatesaccneerersererecet 28.50 29.18 32.58 30, 87 35. 54 
Operating expenses: 
Employees’ salaries and wages (except delivery) .............. 18, 26 16,13 18.06 18,08 20. 39 
IDOL vie Nyesns suvancotncerens co vansastoecesses vcuseescosneisdvexsatasnsegvescuacacctssuceane 0. 36 0.59 seul 0.76 1495 
Occupancy expenses: 
BRAK. CS ccecae screen caveue coco osvcasstascesdonssusttenecdt tyacentusagaiasedacosoeustacertaesase 0.95 0.54 0.33 0.34 0.31 
Insurance 0. 76 0.47 0.63 0.49 0. 38 
BONG senavaesres-ncucews onecsocuee - - 3.49 eat eon 
Heat, light and power ...... 1.03 0.57 0.69 0.73 0.43 
Repairs and maintenance 0.86 0.66 0. 54 0. 40 0. 37 
Mepre ciatlon AllOW ANOS rscc-acce<ccsccovcanteccetecsuudesssevcascaqnsaceeesuseAe 1, 24 tay 0. 69 0.67 0. 84 
Total OCCUPANCY EXPENSES .....-....eseeeeeseceecceeneeeeesseeveceseseesees 4, 84 3.45 6.37 5.40 5,25 
Office or store supplies ...... 0. 46 0.54 0.57 0.67 0.72 
AGWertiSine -.cccsescccssrnece 0.69 0.76 0.83 1.04 1.42 
Net loss on bad debt. 0.23 0.08 0.05 0.14 0.10 
All other expenses............ 1,95 2.01 2. 35 1.81 2.00 
Total Operatvine, EXPENSES qc.cc..ccesctecsecscsecersateneaebatecbscecccetorces 26. 79 23.56 29. 54 27. 90 31.43 
Net operating profit before provision for income tax .............. 1.71 5.62 3. 04 2.97 4.21 


a 3. Independent Drug Stores — Owned — Financial Structure of 1 


nincorporated Stores by Size and 
Age of Business as at December 31, 1954 


Stores with annual net sales of Total 
pe $20,000-$49,999 $50,600-$99, 999 $100,000 and over aie 
: Pili $26, C60 
Under 10 | 10 years | Under 16 | 10 years Under 10} 10 years Ma be ne 
years |andover| 10tal ie years |andover| -°tal years | and over] 10% and over 
= = “ am Jn 
average per store 
Assets ¢ g ° ) 
Current assets: 
Cash on hand and in bank ....c.cesessesseseseeseesees 1, 365 1132 1,649 3, 107 3, 942 3,740 5,444 4, 229 4,583 2, 882 
Accounts and notes receivable (net) . 346 483 452 1, 250 991 t, 653 327 1, 688 1,291 806 
Merchandise inventory ........s:eseseee 9,591 8,687 $802 It idgetac, |) L4,c2k 15, 14€ | 11,548 || 25,691") 21,566 135135 
Other current assets........ 781 2,448 2,068 137 1,595 1,241 811 5, 238 3,947 2,012 
Total current assets ............-...:.cesseseseeeeees 12,083 | 13,350 | 13,061 | 22,217 | 20,848 | 21,180] 18,136 | 36,846 | 31,387! 18,835 
Fixed assets (net): 
Used inthe business wri iaccsekae as 8,790 6,017 6,649 | 15,410 | 11,597 12,522 | 28,404 | 20,399 | 22,735 11,226 
Not used in the buSineSS ...........cessceseseneeeeeee 528 2,077 1,724 318 teb22 1, 230 1,887 3, 363 2,932 1,703 
Total fixed assets (Met) ........c.cccceeseceeeees 9,318 8, 094 8,373 | 15,728 | 13,119 | 13,752 | 30,291 | 23,762 | 25,667 | 12,929 
Other assets: 
LONE tefm INVESKMENES ..:....-scscsscssenccsesescasnsers 397 2, 446 1,979 131 630 509 206 2, 364 1,734 1, 370 
Other assets 345 758 664 652 612 622 876 Leste 123d) 728 
MotalvOtherASSEts wsnce-nsnecnssvcrescectroscosne-nv sors 742 3, 204 2, 643 783 1, 242 rypieyt 1, 082 3, 741 2, 965 2, 098 
TOtalVasSsetssacerccnsvercscrcrrtesscsersecencocnessesenns 22,143 | 24,648 | 24,077 38,728 | 35,210 | 36,063 | 48,503 | 64,349 | 66,019 | 33, 862 
Liabilities 
Current liabilities: 
Accounts and notes payable ..........eeeeeeeee 3, 200 2, 344 2,009 Low 5,671 6,031 9,148 14, 252 12, 764 So OD: 
Fixed liabilities: 
Mortgages on fixed assets usedin business 1,988 424 780 3, 420 1,465 1,939 6,685 1,770 3, 203 iaaltaly fy 
Mortgages on fixed assets not used in business - 303 234 - 688 521 575 294 376 366 
Total fixed liabilities...............:c:ccceeeees 1, 988 727 1,014 3,420 Zeplas 2,460 7,266 2, 064 3,579 1,983 
OUMOEATODIUITIOS co ioct. coe dons Seeecovesscvsnccnvenoeersseasens 869 248 390 1,984 List 1, 338 4,740 1, 746 2,619 1,076 
Total liabilities ceeee 6, 057 3,319 3,943 | 12,561 8, 955 9,829 | 21,148 | 18,062 | 18, 962 8,374 
Net worth: proprietor’s or partners’ equity in 
UO MDUSINGSS oeaee cee cece ek eves ch een sc uinsucase sees 16,0865) 21,;3298)\) 20, 134: 10126, 16711) 26, 255: 926, 234) 28355. |eeao rest | 241057 25, 488 
Total liabilities and net worth ................ 22,143 | 24,448 | 24,077 | 38,728 | 35,210 | 36,063 | 48,563 | 64,349 | 66,015 | 33, 862 
Average net sales of stores reporting 32,465 | 34,470 | 34,013 | 75,057 | 68,309 | 69,945 | 109,104 | 136,640 | 128,609 | 61,479 
Number of stores reporting.............:cccseseseeeeeeees 18 61 719 16 ia 50 66 4 17 24 169 
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TABLE 4. Independent Drug Stores — Rented — Financial Structure of Unincorporated Stores by Size and 
Age of Business as at December 31, 1954 


Stores with annual net sales of 


Total 
all 
Item $20 ,000-$49 ,999 $50 ,000-$99 ,999 $100,000 and over Bines 
20 ,000 
Under 10 | 10 years Under 10] 10 years Under 10/10 years $20, 
years [ia over| otal years E over| Total years |andover| 70tal | and over 
(average per store) j 
Assets 
Current assets: 
Cash on hand and in bank 0.0... cescseesseseeseees 2,709 2,481 2, 555 2,818 3,711 3, 465 5,121 | 11,986 9,159 4,014 
Accounts and notes receivable (net) es §52 484 506 1, 219 809 922 1, 588 3,059 2, 453 1,004 
Merchandise inVentoTy.........scscseeeseeee see 9,556 8,932 9,135 | 13,983 | 13,499 | 13,632 | 22,066 | 25,119 | 23,862 | 13,514 
Other CuUIren’ ASSEUS setecesccsccsncpesceerneesereesnees= 196 1, 823 1, 489 244 2,353 1772 615 5,650 3,577 1,948 
Total current assets .........:cccesceeeeseneseeeeee 13,613 | 13,720 | 13,685 | 18,264 | 20,372 | 19,791 | 29,390 | 45,814 | 39,051 | 20,480 
Fixed assets (net): 
Used in the busine@Ss vicicscccsscccsceccsccsccseessareus 2, 560 1, 406 1,781 4, 204 2,531 2,992 4,572 4,679 4,635 2,784 
Not used in the business .... Ses Ped Pat | 1,649 2,000 145 1, 278 966 _ 3, 099 1,823 1, 501 
Total fixed assets (net)........... 5, 287 3, 055 3, 781 4,349 3, 809 3, 958 4, 572 7, 178 6,458 4,285 


Other assets: 


Long term inVeStments .........ccccsescceeereceeeeeeee 2,865 1,598 2,010 315 1,078 867 75 1,061 655 15275 
Other: ASSEUS wah eccteescsese tec soweveeeeotenepetaenentenacd 1,773 407 852 2,789 830 1, 370 2,035 187 948 1,103 
Total other assets...........:.sccccsesceeeseeesees 4, 638 2,005 2, 862 3,104 1, 908 2,237 2,110 1,248 1, 603 2,378 
Total assets... cctetectesevscssceteucdasteas sorters ees 23,538 | 18,780 | 20,328 | 25,717 | 26,089 | 25,986 | 36,072 | 54,840 | 47,112 | 27,143 
Liabilities 
Current liabilities: 
Accounts and notes payable ...........:scecssseee 2,879 2,964 2,937 6,271 4,982 5, 337 6, 516 7,600 7,154 4,698 
Fixed liabilities: 
Mortgages on fixed assets usedin business 1,614 45 555 2,622 246 900 2,373 511 1, 278 827 
Mortgages on fixed assets not used in 
DUSLNOSS rtet a atreesee ncee eteccsanineee ene eanne 587 148 291 = 421 305 - 1,542 907 395 
Total fixed liabilities..............cccsseeesees 2,201 193 846 2,622 667 1,205 VRE ES 2,053 2,185 1,222 
Other Wabi tes. ssiscccseevsscevorscaseescuse-carcecncecorte 1,601 1, 230 Rebs! 1, 219 443 657 ip tat 1, 303 1, 248 1, 018 
Total liabilities............ececsesseseserseeereeene 6, 681 4,387 5,134 | 10,112 6, 092 7,199 | 10,060 | 10,956 | 10,587 6, 938 
Net worth: proprietor’s or partners’ equity in 
the bUSIneSStiacs--ccascceseestecotusssstussesdesewsceteocteates 16,857 | 14,393 | 15,194 | 15,605 | 19,997 | 18,787 | 26,012 | 43,884 | 36,525 | 20,205 
Total liabilities and net worth ................ 23,538 | 18,780 | 20,328 | 25,717 | 26,089 | 25,986 | 36,072 | 54,840 | 47,112 | 27,143 
Average net sales of stores reporting ............ 37,773 | 36,199 | 36,711 | 67,386 | 71,119 | 70,090 | 117,182 | 139,449 | 130, 280 | 66,723 
Number of Stores reporting...........cccssssccsseeseseeee 27 | 56 1 83 27 | 71 | 98 14 20 34 215 
He 


TABLE 5. Independent Drug Stores — Owned — Financial Structure of Incorporated Stores by Size, 
as at December 31, 1954 


or 2k a a a a a EE Se Lo. 


Owned stores with annual net sales of Total 
Won all sizes 
$20,000 
$50 ,000-$99,999 $100,000 and over and over 
I 
(average per store) 
Assets 
Current assets: 
Cashion hand land oin Iban kis-<scccsasesscsesececcenscexeuatecreccrastacouctteereat er ietreerette sce 4,534 
Accounts and notes receivable (net) 1,900 o 730 2 580 
Merchandise inventory : 20, 282 26, 784 22, 558 
Other current assets ...... 7, 872 2° 727 6,071 
Total current assets 34, 588 37, 651 35, 660 
Fixed assets (net): 
Wsediin the business earscc.nccccteeescececesucovate oe eeeceecossees ' 
Not used in the business : = rhe a ri pe 
otal fixed! assets; (met) iccqccccseccennscsvce-sereanacansete vaccst cesvcecsceereette nce ee 17,517 29, S41 21, 830 
Other assets: 
RON SHLETM NV ESUNONUS casacsasasasccserecssvorendateceosthustes teereteereeee eee ee eT 
Other assets 3 a ‘ se z oh 
Total other assets 5,819 2, 703 4,729 


POLAR RS SOS 355552, 50Ze00scasceatanteresveccectstucconnce stereo Riese ne aes 57, 924 70,195 62,219 
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TABLE 5. Independent Drug Stores — Owned — Financial Structure of Incorporated Stores by Size, 
as at December 31, 1954 — Concluded 


Owned stores with annual net sales of Total 
Item all sizes 
$20,006 
$50 ,000-$99 ,999 $100,C00 and over and over 
“(average per store) E 
Liabilities 
Current liabilities: 
NC COUMES EAI GUTIOLE SIDAY AUC: A. ses covessceosesacaseccees owes woes Sense xleeeis UR da a suestes vei caee 7, 869 1 10, 968 8,954 
Fixed liabilities: 
Morlesges-onifixed assets; USE) IN DUSINESS cc. .sacr-cesrenescscecso-ce soveysoecssesessusvscsuccats 5, 365 11, 543 7,527 
Mortgages on fixed assets not used in bDUSINESS .........ccescssescesscessesesseseereecsseseees — - ries 
PE OCAIBTING CT IR DAL TCLES scccccn nes corasesncsesccesennsecssoanicas si vaccenevccovaceayeesatncss ceotacasesadioustrecy 5,365 11, 543 7,527 
OUMOE BOUL Ge Sicras aren cavsacunactpiecrcucscsecesatessecechacyeen tec vevunescesssustsaacieanvetscr an cerencecs coiversters 2,635 Bikes 3,657 
PROTON TADS AERCL GSS see cc Recs oscee ceo cruce cane sapsseserah cpvobinstenacvecescs snencbaeti abeipSer nas User nvetoceaavnalce 15, 869 28, 066 20,138 
Net worth: 
Capilalistockares cress Sareea Seesrer er oc sree cpr ested sect tastnes oer tt ese nae ener t re 20, 378 14, 638 18, 369 
SUED NU SoAN CUM Ol Va COC DLOLLGS) wecessessesensos1ennceasveneyie-tncevcsvsncsusteasnsceshsavessasustexeransessscdss 21,677 27,491 23,412 
LOG AL OE OTE iansecanccetassohi ten vucesiseincarerscouceres eoasaue cost asser ous ctadsscdoseaectesudsass dav eahbceoace 42, 055 42,129 42, 081 
Total Liabilities ‘and Mel WOK thy: oo. ceescvve oneccnen.cvesasnsnsrsveseseacnssveccospessboceverscovuetonsenus 57, 924 70, 195 62,219 
Average net SAleS:OF SLOPES TOPOL N Bi c.sscissecasascadectaceusadecovsesedeabee¥ecuatvedeesendpeiseoevecvaces 72,742 128, 220 92, 159 
DYIIDEL OF AUOTCS TODO CIID E sss c0s none cosszcswace sno Atencs snc cuonesancvokosasdesiucavsenedhvananweap sscceoesdoupese 13 | 7 20 
ie 


TABLE 6. Independent Drug Stores — Rented — Financial Structure of Incorporated Stores by Size and 
Age of Business, as at December 31, 1954 


a 


Rented stores with annual net sales of Total 
ies $50,000-$99,999 $100,000 and over gals 
oe ees $20,000 
$49 ,999 Under 10 | 10 years Under 10 | 10 years 7 ay 
years |andover | tal years | and over | 10%al | manures 
2S =i ee 
(average per store) 
Assets ; 
Current assets: | 
Gashvon hand and ini Dan keys. cnvacncseocnevsrecsveceevacccerscesecests 1,693 3,621 4,189 4,000 5,910 10,095 Spale 5, 668 
Accounts and notes receivable (net) 1,520 1,384 2,947 2,426 4, 738 6, 664 5,798 | 3,909 
Merchandise inventory ........ 11,301 16,877 19,491 18, 620 29, 807 30, 766 30, 334 23,119 
Other current assets ...... teh 169 2,413 585 1,194 810 6,092 Seu pls 2, 249 
Motal CUTE. ASSELS: <p scccsscces=checer-ssoseavencscvecevectesacenwactrede 14, 683 24,295 27,212 26, 240 41,265 53,617 48,059 34, 945 
Fixed assets (net): | 
Used in the business ... 1,384 3,933 2, 568 B0020 6,833 4,119 5, 340 3, 883 
Not used in the business. 23 - - = 3, 736 2,144 2,861 1 eae 
Total fixed assets: (Met) -:0<-/<--250-..s.csscssnensseresasecsoorensnne 1,407 3, 933 2,568 3,023 10, 569 | 6, 263 8,201 5, 265 
Other assets: 
Long term investments 950 2,183 1,199 1,527 5, 883 | 1,199 Spook 2, 295 
Otherassetseccaccc ssreres: ae eae 1,962 2,524 119 921 13,964 3, 348 8,125 4,555 
TOUtAL OLNOT AS SOUS shaceus-cscureceaeosersoesuoce oeaesvseteusei ctevestaseee 2,912 4,707 1, 318 2,448 19, 847 4,547 11, 432 6, 850 
POtAl CAS SOUS sais dacs ssteasseccersnensseseesscnovetcavcverSavvcusesseesenoswerews 19, 002 32, 935 31, 098 31,711 71, 681 64,427 67, 692 47, 060 
Liabilities 
Current liabilities: 
Accounts and) notes payable «.....-..-...---cesececoscecsecresereceosees 4,948 6, 845 7, 280 1,135 14,331 15, 272 14,849 10,510 
Fixed liabilities: 
Mortgages on fixed assets used in business...............00+ a 1,051 342 578 2,611 2,564 2,585 1,457 
Mortgages on fixed assets not used in business .......... - 762 35 278 —_ 134 14 136 
Total fixed liabilities..................-:c.:cseescsnccceseeescereeeeeee 17 1, 813 377 856 2,611 2,698 2,659 1,593 
En eR Ia DELL eS cescccstecency scencnetess cavoteey doer contatn-teracaaa teasers ce 1,705 2, 780 15525 1,943 6, 969 4,089 5, 385 3,565 
Total. Jiabilitdées <..-ccissesesscs sosvevessvacseeassnccevssisesetvoscnceosacsse 6,670 11,438 9, 182 9,934 | 23,911 22,059 22, 893 15, 668 
Net worth: é; 
Om oiLalts LOC Ket ctsccsctsyerene serene sycensrevsssereestnteeneest er sweet cecers = 7,584 14,923 10, 752 12,143 25,491 17,412 21,048 15,720 
Surplus and undivided profits .........:cscceseseteesseeereeeseees 4,748 6,574 11, 164 9,634 22249 24,956 23), (ok 15, 672 
PP Oberle te Obs WCU ces eacptcss sr sepcossiahesensteas te eas soecanebais come weeeters 12,332 21,497 21, 916 Adal 47, 770 42, 368 44, 799 31, 392 
Total liabilities and net worth ..............c0:ccsseeeeeeee 19, 002 32, 935 31, 098 31, 711 71, 681 64,427 67, 692 47, 060 
Average net sales of Stores reporting ..........ccecceeeeeeeseceeeeee 39,813 70,633 14,227 73,029 162, 396 158, 535 160, 272 109, 871 
Numberof Stores TEPOLtiNg.....5<--.0.0-cccaccroesscsevacevsncoreseuverdacersr 13 10 20 | 30 18 22 40 83 
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NOTICE 


The annual reports prepared by the Industry and Merchandising Division of the Bureau 
of Statistics are divided into 3 volumes, as follows: Volume I — The Primary Industries, 
including mining, forestry and fisheries; Volume I] — Manufacturing; Volume III — Merchan- 
dising and Services. 


Volume III consists of the following parts with individual trade reports listed under 
each: 


Part I — Wholesale Statistics 


A — Wholesale Trade, 25¢ 
*B — Operating Results of Food Wholesalers, 25¢ 
*C — Operating Results of Dry Goods, Piece Goods and Footwear 
Wholesalers, 25¢ 
*D — 1 Operating Results of Automotive Parts and Accessories 
Wholesalers, 25¢ 
2 Operating Results of Drug Wholesalers, 25¢ 
3 Operating Results of Hardware Wholesalers, 25¢ 
4 Operating Results of Plumbing and Heating Supply 
Wholesalers, 25¢ 
5 Operating Results of Household Appliance & Electrical 
Supply Wholesalers, 25¢ 


Part lf — Retail Statistics 


F — Retail Trade, 50¢ 
G — Retail Chain Stores, 50¢ 
*H — Operating Results of Food Store Chains, 25¢ 
* I — Operating Results of Clothing Store Chains, 25¢ 
* J — 1 Operating Results of Variety Store Chains, 25¢ 
2 Operating Results of Drug Store Chains, 25¢ 
3 Operating Results of Furniture Store Chains, 25¢ 
K — Operating Results of Independent Food Stores, 25¢ 
L — Operating Results of Independent Clothing Stores, 25¢ 
M — Operating Results of Independent Hardware, Furniture, 
Appliance, Radio and Television Stores, 25¢ 
N — Operating Results of Filling Stations and Garages, 25¢ 
O — 1 Operating Results of Independent General Stores, 25¢ 
2 Operating Results of Independent Restaurants, 25¢ 
3 Operating Results of Independent Fuel Dealers, 25¢ 
4 Operating Results of Independent Drug Stores, 25¢ 
5 Operating Results of Independent Jewellery Stores, 25¢ 
6 Operating Results of Independent Tobacco Stores, 25¢ 
P — Retail Credit, 25¢ 


Part Ill — Services and Special Fields 


Q — Laundries, Cleaners and Dyers, 25¢ 

R — Motion Picture Theatres, Exhibitors and Distributors, 25¢ 
S — Hotels, 25¢ 

T — Sales Financing, 25¢ 

U — Farm Implement and Equipment Sales, 25¢ 

V — New Motor Vehicle Sales and Motor Vehicle Financing, 25¢ 
W — Advertising Agencies (Memorandum), 10¢ 

X — Motion Picture Production (Mémorandum), 10¢ 


The reports are punched to permit of filing in a ring binder. 


* Biennial reports — not issued for 1956. 
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DEFINITIONS 


Profit and Loss 


Net Sales — the dollar volume of business done, Allowances and discounts granted to customers 
and value of goods returned by customers are deducted from gross sales, but sales of meals or 


lunches provided employees and any goods withdrawn by the proprietor for personal use are 
included, 


Purchases — are taken at invoice value less returns and allowances cash and trade discounts. 
Added to the cost of merchandise are the following expenses: duty, inward freight, express 
and trucking, alterations, etc. 


Cost of goods sold — determined by adding the beginning inventory to net purchases and deducting 
the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. 


Operating expenses — all costs incurred in the year’s operation of a business, except the cost of 
merchandise. These include: 


Salaries and wages (except delivery) — payments to employees before deduction of income tax 
or unemployment insurance. Proprietors’ salaries or withdrawals are included in ‘‘net oper- 
ating profit’’ in unincorporated store operations. 


Delivery — includes salaries paid to delivery men, truck repairs and maintenance, depreciation, 
licences and insurance on delivery equipment and supplies used in connection with delivery 
(gas, oil, etc.), and amount paid for contract delivery. 


Taxes — business, property and water taxes. Taxes collected for remittance to governmental 
bodies and income tax are not included. 


Insurance — annual proportion of premiums for insurance policies carried to protect the business. 


Rent — payments for use of business premises, including rentals of warehouses and garages, 
etc. 


Heat, light and power — cost applicable to year’s operations. 


Repairs and maintenance — costs incurred to keep fixed store assets operating efficiently 
(excludes capital expenditure). 


Depreciation allowances — provision for decrease in the value of fixed store assets. 
Office and store supplies — wrapping paper, office supplies, etc. 
Advertising — displays, window dressing and sales promotion. 


Net bad debt loss — estimated amount of uncollectable customers’ accounts receivable less the 
amount recovered from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, legal, auditing and collection 
fees, etc. 


Net operating profit — is the difference between ‘‘total operating expenses’’ and ‘‘gross profit’’ 
and includes proprietors’ salaries and withdrawals before income tax deductions. 


Occupancy — the cost of maintaining and occupying a place of business and includes: rent, 
business and property taxes, insurance, heat, light and power, repairs and maintenance and 
depreciation. 


Non-trading income — interest earned, revenues from rentals, other activities, carrying charges 
and investments. 


Non-trading expenseS— interest expense, rental expense, any other expenses not pertaining to the 
business. 


DEFINITIONS 


Balance Sheet 
Assets 
Cash on hand or in bank — the amount of cash in the business at the end of the year. 


Net accounts receivable — all customers’ notes and accounts owing to the business at the end of 
the year less any reserve for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand for resale but does not include 
store supplies on hand. 


Other current assets — includes assets which may be converted into cash, if necessary within a 
reasonably short time, such as Dominion of Canada Bonds and prepaid insurance. 


Fixed assets (net) — the cost value of land, buildings, furniture, fixtures and equipment less any 
reserves for depreciation. Separate figures are shown for assets used in the business and those 
not used in the business. 


Other assets — investments of a permanent nature not readily converted into cash and intangibles 
such as goodwill and organization costs. 


Liabilities and Net Worth 


Current liabilities — obligations which must be paid in the near future(usually one year) and repre- 
sent accounts payable or anyitem that maybe considered as a direct lien against current assets. 


Fixed liabilities — mortgages secured by fixed assets and separated, as are fixed assets, between 
those used and not used in business. 


Other liabilities — long term notes payable, accrued expenses such as taxes due but not yet paid, 
and prepaid or deferred income. 


Net Worth — Unincorporated business — the amount invested in the business together with any 
accumulated profits after proprietor’s or partners’ withdrawals. 


— Incorporated business — net worth is shown in two parts: 
(1) Capital stock, which represents the shareholders’ investment of fully paid-up 
subscribed shares, and 
(2) Surplus, which represents distributable surplus, capital surplus and earned 
surplus. 


DEFINITIONS 


Profit and Loss Statement Ratios 


Stock Turnover — the number of times in a year that the average merchandise inventoryis sold and 
replaced. The average of the beginning and ending inventories is divided into the cost of goods 
sold. 


Note: Each of the following ratios are expressed as a percentage of ‘‘net sales’’. Consequently, 
it is permissible to make direct comparisons between these ratios. Each ratio represents 
a portion of the average net sales’ dollar. 


Gross Profit Ratio — sometimes referred to as the ‘‘gross margin ratio’’ or ‘‘mark-up’’ represents 
the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. It is the portion of the average 
sales’ dollar from which the merchant meets his operating expenses and obtains his net oper- 
ating profit. 


Operating Expense Ratios — Each item of expense, as well as ‘‘total operating expenses’’ when 
expressed as a percentage of ‘‘net sales’’ shows the amounts of the average sales’ dollar 
required to operate the average business. ; 


Net Operating Profit Ratio — the remaining proportion of the average sales’ dollar after ‘‘cost of 
goods sold’’ and ‘‘total operating expenses’’ have been deducted. From this amount, the per- 
centage allowances for both proprietors’ salaries and income tax should be deducted, in order 
to determine the percentage to sales of net returns on capital investment. 


Balance Sheet Ratios 


Current Ratio — Current Assets~+Current Liabilities — indicates to what extent the business is 
able to meet its current obligations out of ‘‘current assets’’. Care should be taken to examine 
the components of current assets because overstocking of inventories and overinvestment in 
credit sales (accounts receivable) can result in a stronger or more favourable ratio. 


Liquidity Ratio — Current Assets less Merchandise Inventory + Current Liabilities — sometimes 
referred to as the ‘‘acid test’’, is similar to the ‘‘current ratio’’ as a test of current credit 
strength. A ratio of 100% (or 1) is usually considered favourable. 


Working Capital to Net Worth Ratio — denotes the relationship between ‘‘working capital’’ (current 
assets less current liabilities) and a proprietor’s equity in the business. That is, the proportion 
of ‘‘net worth’’ that could be realized readily if liquidation weré necessary. 


Worth-Debt Ratio — Net Worth+Total Liabilities —if used in conjunction with the ‘‘current 
ratio’’, would reflect any weakening of the capital structure of a business through large loans 
which give a high ‘‘current ratio’’. 


Interstatement Ratio 
Turnover of Total Capital Employed — Net Sales+Total Assets used in the business — provides 


an indication of the degree of management efficiency.: However, this ratio should not be used 
alone because ‘‘profits’’ and not ‘‘sales’’ are the major criterion of efficiency. 


OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT DRUG STORES, 1956 


INTRODUCTION 


This report on operating results and financial 
structure presents information in the form of aver- 
ages and ratios as a guide to retail store operators 
for the trade covered here. These ratios are the 
‘“faverage’’ of a broad range of operational efficiency, 
and as such do not represent top performance 
guides. However, used with this in mind, they show 
a standard by which: business men can compare 
their own operating experiences. The pattern of 
expense and financial ratios, by size and kind of 
business, permit direct analysis of operating 
results for the year. 


There is growing evidence that independent 
retail merchants are making more advantageous use 
of the results shown in the biennial operating 
results bulletins issued by the Dominion Bureau of 
Statistics. Many accounting firms whose clientele 
includes retail merchants have shown much interest 
in these series. 


A number of trade papers and business period- 
icals have reproduced and interpreted the results 
of previous studies with the object of illustrating 
to retail merchants the manner in which operating 
results can be used as a tool in store management. 
This is a practice the Bureau is pleased to en- 
courage, since it meets with one of the most 
important objects in maintaining this series, namely 
the promotion of improved merchandising on the 
part of retailers. 


The new owner of a retail store or the pro- 
spective operator might well study these averages. 
Not all failures in business, however, come from 
the ‘‘new-owner’’ group. It seems reasonable to 
suppose, however, that failure in many cases is 
the result of inadequate knowledge on the part of 
new proprietors of the true fiscal requirements 


involved in operating a business and the proper 
allocation of costs. Where capital is limited, as 
is often the case in a newly-established store, it 
would seem that most careful attention should be 
given to maintenance of proper records and that 
provision be made to check against some such 
standard performance as these publications provide. 


This report deals with independent retail drug 
stores. Separate figures are given for both unin- 
corporated and incorporated stores. 


There are analyses of: 
1. Profit and loss statements 
2. Balance sheet statements 


Profit and loss data are shown for owned and 
rented stores separately, and for various sale-size 
categories. This 1956 report, for the first time, 
shows information on ‘‘other income’’ and ‘‘other 
expense’’. The segregation of these improves the 
quality of the ratios for net operating profit in that 
there is little chance of a ‘‘net’’ of these two itéms 
being included in operating profit. 


Balance sheet data, which were introduced in 
1948, is continued in this 1956 study. This infor- 
mation is presented by sales-size and kind of oc- 
cupancy groups for stores with $20,000 or more 
annuel net sales. Where possible, a further differ- 
entiation has been made between businesses in 
operation less than 10 years and 10 years or more. 
An important change, introduced in 1950, is the 
segregation of fixed assets and fixed liabilities 
between those used in the business and those not 
used in the business. This makes possible a better 
relationship between assets used in the business 
and sales than was possible when all fixed assets 
of the proprietor were reported as one item. 


INDEPENDENT DRUG STORES 


This survey of independent drug stores includes 
only retail establishments selling mainly pres- 
cription drugs, patent medicines, drug sundries, 
cosmetics, toilet articles and preparations, tobacco, 
books and magazines and other novelties. Stores 
operating a soda fountain were not covered. 


Separate tabulations were made of unincorpo- 
trated and incorporated stores for both profit and 
loss ratios and balance sheet data. Reports used 
in this study numbered 520 in the unincorporated 
group (206 owned and 314 rented stores); the in- 


corporated class had 131 respondents (25 owned 
and 106 rented stores). A slightly smaller number 
was used in each for the balance sheet tabulations 
due to the fact that stores in the lowest sales- 
size classes were not required to furnish balance 
sheet information. Results are shown by sales-size 
categories and, where possible, a further breakdown 
was made in the balance sheet averages by number 
of years in buSiness. 


In compiling trade ratios for the ‘‘total, all 
sizes’’, the different sales-size ratios were com- 
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bined by giving each size category its proper 
‘‘weight’’ as obtained from the 1951 census. In 
this survey the reporting is generally better in the 
larger size stores so that any aggregate of reporting 
firms would show a ratio biased toward the charac- 
teristics of large store operation. The use of 
weighting gives proper importance to small store 
operations so that the ratios shown in the summary 
table below more truly represent the trade total. 


MERCHANDISING AND SERVICES 


Both forms of organization operated on higher 
gross profit ratios in 1956 than they did in 1954, 
Slight decreases were registered for total operating 
expenses for the two groups, thereby adding to the 
marginal profits to produce higher ratios of net 
operating profit. Stores operated as proprietorships 
or partnerships increased their net profit from 11.59 
per cent in 1954 to 12.12 per cent this year. Incorpo- 
rated stores increased their net profit from 3.64 
per cent to 4.46 per cent in 1956. 


TABLE 1. Operating Results of Independent Drug Stores 1954 and 1956 Compared 


Item 


Unincorporated 


GROSS) DEOL oe occ- scones satate-onesecsesnonncunscavancaancusrecdre cat cheskasbecpaasnveaswonsvansn 


Operating expenses: 
Employees’ salaries 
OCCUDANGY, 5. c2cascepeedee te tit Pee. Reman eee cteneccauenccscensecccabssseoss 
Office and store supplies ... 
AGAVCTUISIN Och ie. Srcertace ee cnece te netses 
ALM OENEr CX DEHSES tc. iscrsatecetteccetocccesesttesscitscetsteeetets 


Total operating expenses 
Net operating profit before deduction of income Coy pe aa 


Preerrrrerrrerirrrirerirritririi iii 


Incorporated 
1954 1956 1954 1956 
(per cent of net sales) 

29. 82 30.26 32.14 32.76 
9.20 8.62 its Teeays! 18.37 
4.77 5.9 5.16 503 
0.62 0.56 0.64 Ono0 
0. 83 0.80 1.08 0.98 
Jerod 2.97 3.09 oa2o 

18.23 18.14 28.50 28.30 

11.59 12.12 3. 64. 4.46 


1. Proprietors’ salaries included for unincorporated stores. ; : é 
Note: These ratios are ‘‘weighted’’ according to the 1951 Census weights of the different sales sizes for independ- 


ent stores. They do not agree with ratios shown in historical tables. 


TABLE 2. Independent Drug Stores — Balance Sheet Ratios as at December 31 


Unincorporated Incorporated 
Item 
UTP ONU AGL OM. nesase-< setae care cceccstee sotate cecestss ceveoteeroctteceets tester teers 1948 2.32 in {683 - 4.05 
1950 4.13 3.87 4.36 Sous 
1952 3.97 3.68 - 3.35 
1954 Supe 4.36 3.98 San 
1956 4.20 3.78 4.04 32100 
Lil qQuidityAra thowes.. Sticct ieee vateecces ceeen tattete tee eek enero ees oxe 1952 tess WASD _ 1.43 
1954 1.06 1.48 1.46 aps: 
1956 AT 1.09 pinoy t a Ven Us? 
Workingeycapitalito met worth ratioue.:.neetccsseccssecnececeeces 1948 0.43 0.84 — 0.83 
1950 0.56 0.78 0.66 0. 80 
1952 0.58 0.76 - 0.77 
1954 0x53 0.78 0.63 0.78 
1956 0.53 0.74 0.63 0.79 
Worth:debtcratiods. reece! oth ee Soe ea eee 1948 2.38 2.56 -_ 26 
1950 2.94 2.70 263 2.38 
1952 Beis 2.68 - 2.99 
1954 3.04 2.91 2.09 2.00 
1956 3.05 Pas Yi PO Delis 
Turnoverot.cotalucapital employes o.ncicckscssecteccseecttaees cree 1952 1.90 2.64 - 2.30 
1954 1.91 2.60 1.49 2.41 
1956 1.76 2.76 1.82 2352 


Note: Item definitions are shown on page 6. 


INDEPENDENT DRUG STORES 


COMPOSITION OF AVERAGE GROSS PROFIT 
DRUG STORES, UNINCORPORATED 
1945-46-48-50-52-54 AND 56 


OTHER 
ADVERTISING 


OCCUPANCY 


SALARIES 


NET PROFIT 


1948 


COMPOSITION OF AVERAGE GROSS PROFIT 
DRUG STORES , INCORPORATED 


Sp Gr 1945-46-48-50-52-54 AND 56 
NET «SALES 
35 


x OTHER 
M+ ADVERTISING 

eas Teles ANTHEA 
Se OCCUPANCY ake ee 


So 


yD. 


NEW PROBL 


= RS que 
SSS “> 


<0} 
Bas 
@ 


% OF 
NET “SALES 
55 


30 
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TABLE 3. Independent Drug Stores — Operating Results of Unincorporated Stores by Annual Sales Volume and 
Occupancy Basis, 1956 


a 
Owned stores with annual net sales of | Rented stores with annual net sales of 


Item an 
$10,000 -| $20,000 -| $50,000~ | $100,000 | $10,000 - | $20,000 - | $50,000 - | $100,000 
$19,999 | $49,999 | $99,999 | and over | $19,999 | $49,999 | $99,999 | and over 
Number GListores Te pontine) se saccscccarraivecacatssarsssesiseae ee 27 18 71 27 10 85 


Average net sales per Store .. 15,961 36,332 | 67,380 | 130, 443 17, 108 at, ole 70, 262 
Average beginning inventory .... 


Average inventory, end of year 


$ 
2 $ 4,870 9,427] 13,362 | 19,470 5, 324 8, 038 
-§$ 4, 936 9,567] 13,685 | 20,725 5, 383 8,419 
$ 


Average cost of goods sold ......... ° 11,927 25,933 | 47,472] 90,379] 11,697] 26,287 | 48,355 | 89,734 
Stock turnover (times per year); c..c.cccacvocrscessscnencatvectnckeasevassanerctascssncneate 2. 35 243 Seon 4. 50 2.18 3.19 3. 54 3.82 
Profit and Loss Data 
(Per cent of net sales) 
GROSS {PEOTIG:  <. eiciscccazeasciessneasecavecsecscsncessestectpsacks <shecscoactiay eettceiaweyatacevesaete 27.78 28. 62 29. 55 30. 71 31.63 29.67 31.18 31. 80 
Operating expenses: 
Executives’ and employees’ salaries and wages, etc. (except 
GOLAVELrY). .cesccccsesctuibcatancecaisecesaivoncetecetevecsss cenecvasseverecastecesssedssvencssweress Beal 6. 65 9.83 10.47 3.16 6. 78 9.53 10. 38 
DOU VERY i sccssnsevassve seca tteeeessazn snes aneenortetes osvaccsaxamrertemmnnce sxeucacovdeviersves 0. 59 0.93 0. 84 1.99 0.93 1.02 1. 23 1. 44 
Occupancy expenses: 
Taxest ta. TaO7, 0.93 0. 74 0.55 0. 78 0. 44 0.33 0. 23 
Insurance 0. 86 0. 66 0. 54 0. 42 0.51 0. 50 0.49 0.41 
RRODG tesdessseveaccsseescectee _ - - - 6. 70 3.02 2.61 2aa3 
Heat, light and power ..... 1.80 ee lig 0.91 0.64 1.00 0. 83 0.64 0.51 
Repairs and maintenance .. cS 0.79 0. 81 0. 59 0.65 0.51 0. 46 0.53 0. 56 
Depreciation allowances ...... ae 1.02 1.31 1.49 1.18 0. 39 0. 84 0.91 0.76 
Total occupancy expenses ... 6.04 4. 88 4.27 3.44 9.89 6.09 5.51 4. 70 
Office and store supplies ..... 7 0.43 0. 60 0.61 (Bia! 0. 66 0.44 0. 58 0. 44 
ACVeRISING = tctsoscc nce = 0. 43 0. 62 0. 84 0.97 0. 33 0.77 0.85 0.92 
Net loss on bad debts .. 4 0.10 0.08 0. 04 0.09 0.12 0.05 0.06 0.09 
AIIMOPREE OX PENS CSiercsseerecavestsscstoatecctceressnccseersrcomacescenacccveenscctosessapecss 1.83 1. 80 Toe LoS] 1.60 1.75 1.85 1.62 
Total operating EXPENSES \.cs-..ccr-sserccegases sous soneacasexcsotckvossecasescoasevases 11.63 15.56 18.25 19.24 16.69 16.90 19.61 19.59 
Net: opera ting pt Of56 <.cessrecccscvoncdessoccscascsscunscosecessucserevessusasersusssugeeve0 16.15 13. 06 11.30 11.47 14.94 12.77 11.57 12.21 
Non-trading income ie pots) 1.69 1.02 1. 26 0.86 0. 56 0. 49 0.61 
INOD-WAdIN SCXD CNS Clres.c1csesscrevsstecess cuneasvseuscavanactsccarcsavnaciess <caapeaenesnaaisncd 0.03 0. 58 0.13 (5a) — 0.12 0.04 - 
Net profit before deduction of proprietors’ salaries and income tax 17.67 14.17 12.19 12.58 15. 80 13. 21 12.02 12. 82 


TABLE 4. Independent Drug Stores — Owned — Financial Structure of Unincorporated Stores by Size and | 
Age of Business as at December 31, 1956 . 


Stores with annual net sales of Total | 
all 
item $20,000 - $49,999 $50,000 - $99,999 $100,000 oon 
Under 10} 10 years Under 10] 10 years and over x | 
years He Total years | and over| 20%! Bal oven i 
(Average per store y 
Assets : 
Current assets: 
Cash onvhandvand Ant Dat csc. sctees ace terayntvre.steeerscrersenecscereysecersosaeeens Qyale 2,194 2,199 elon 3,279 3,235] 11,676 4,032 
Accounts and notes receivable (net) es 517 530 527 875 977 949 1,639 863 
Merchandise inventory : 9,305 9,691 955921) 15, 42i 13, 182 13, 792 20, 415 12, 898 
Other current assets .... + 1,419 2,836 2,472 135 674 691 4, 387 2,042 
Totals current Asse ts yoic.s.-saSsscdensesttrootaccs canccee savaatechanssvswertoapsscenenes 13,453 | 15,251 | 14,790 | 20,152 | 18,112 | 18,667] 38,117] 19,835 
Fixed assets (net): 
Wsedtin' the DUSINESS! | wivceccvcdex-ceavsessacccet seu-cscsateesedcersbetvnsccssuciestonetonecs 10, 796 8, 167 8,841 | 19,214] 12,514 14;,.332)|) 23/738 \ls,206 
Not used in the business .. = 2,135 1, 956 2, 002 791 2,017 1, 684 2,928 2, 013 
Total fixed assets (net) 12,931 | 10,123) 10,843 | 20,005 | 14,531 | 16,016! 26,666| 15,289 
Other assets: 
TSOREILELMPINVESUMOMES meve-nssacaccceunctoecrennessn ane coumetasraccvacesssastcovnccseneracce 602 2,963 2, 357 168 868 678 4,470 1,997 
ORDEY  ASSEUS A «cs ccreaseneceteee cuscacteenre eee ais kc eine Setebe ee nae toes avsncereacees suc 246 196 209 583 736 694 1,095 537 
Total! other: assetsiseiietc: jescccsscenterensay sans cosa aeeratoe cree kanes noaseceetacesaens 848 3,159 2,566 751 1,604 1,372 5,565 2,534 
Total assets 27,232 | 28,533 | 28,199} 40,908 | 34,247| 36,055] 70,348] 37,658 
Liabilities 
Current liabilities: 
ACCOUNESTANGINOFES PAVADIE: < ce. cescearies-ccavssccetoetommerenosssesnaeasecetaveancs 2,421 2, 364 2,378 5, 852 5,007 yey | 1053%2 4,723 
Fixed liabilities: 
Mortgages on fixed assets used in bUSINESS ..............ecececeseeeeesereees 3, 100 963 EpOLO 5, 262 1,489 Paso 3 2,254 2,025 
Mortgages on fixed assets not used in busineSS ..........ceeeeeeeeeeeeee 889 60 273 237 - 64 - 148 
Total fixed: Ua bilttdes 2... <:cccccsccectesstccsntsesacatsvnreeatesevssasaccysesces sconce 3,989 1,023 1, 783 5,499 1,489 2,577 2,254 2,173 
Other liabilities 0... a 1, 240 bite 1,601 3,347 2,643 2,834 3,655 2, 404 


Total liabilities 7,650 5,112 5,762 | 14,698 9,139 | 10,648} 16,281 9, 300 


Net worth: proprietor’s or partners’ equity in the business. ............ 19,582] 23,421 22,437 26, 210 25,108 25, 407 54,067 28, 358 

Total liabilities and met Worth ..............cccccccecesseecseseesseesceeseeeeees 27,232 | 28,533 | 28,199 | 40,908 | 34,247) 36,055 | 70,348/ 37,658 
Average net sales of Stores reporting 2.2.5. .sesecccsscnacscasessseescessesssseesans 35,086 | 36,762] 36,332 | 70,316] 66,388| 67,455] 128,157 | 62,573 
Numb eriofistoressreportimge yc pesvecscesvscertatcavensetsewncpe sanvacsa-ateuanesurtdeanvencsaes 20 58 718 19 51 70 26 174 
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TABLE 5. Independent Drug Stores — Rented — Financial Structure of Unincorporated Stores by Size and 
Age of Business as at December 31, 1956 
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I 
Stores with annual net sales of Total 
e all 
item $20,000-$49,999 $50,000-$99 ,999 $100,000 and over ives 
$20,000 
Under 10] 10 years Under 10] 10 years Under 10] 10 years 
years and over Total years i 7 Total years and over Total and over 
(Average per store) 
Assets 
Current assets: 
Cashion BANA ANG UN DATUC sor. cevecesainsssessdersessssasvcsvacssaccseus 1,854 2,616 2,277 2, 689 3,970 3,404 6,122 4,387 5,196 3,368 
Accounts and notes receivable (net) 440 546 499 987 1,319 lis 1,885 3D TT 2,787 1,234 
Merchandise inventory ...,......ccscceseeeee 7, 608 9, 346 8,574] 13,892 13, 798 13;/839'|| 22,094 || 25,118 || 23,707) 13,898 
OUREMICWMT ENG ASS CUS: cc cevsecsancscssessvacousesveiesesncacaesasosecepaaecis 114 1,124 675 1,453 862 1,123 467 2, 335 1,464 1,053 
IP OLAISCINTEDL: ASSOUS), .ij ada etiy esi senecersukadoveastceasevssnccevyes 10,016 | 13,632; 12,025; 19,021] 19,949) 19,539| 30,568] 35,417) 33,154] 19,553 
Fixed assets (net): 
USO GMINUENENDUSIDOSSi<..,cctscc.rucesceensceraconcevacrseycovsensosvorsneve 2,395 2,219 2,298 3,931 3,123 3, 480 5,835 4, 680 5,219 3,421 
Not used in the business .... 1, 289 2,000 1,882 1, 666 3,502 2,691 912 6, 684 3,990 2,667 
Total fixed assets (Meb) .0.......cccescescsscscescsereereecececsseeere 3, 684 4,576 4,180 5,597 6, 625 6,171 6,747 | 11,364 9,209 6,088 
Other assets: 
VON SUUOLIMUIDV.CSLMONUS .cyarscvesarsouias xesereserenscasccsenvoesecsenseass 155 3,018 1, 746 767 1, 172 1,328 101 3,903 2,129 1, 563 
GH ENEAS SO UBME Mais cssyt sgstcestaccrestitosKdducfiastuseperdanieesseasiossszane 877 674 764 1, 720 7184 1,198 2,376 461 1,354 1,103 
POCA OUR ASSCES! 2 ac-chc-ccececsserescreshsarsityaoecaevosndckanesdense 1,032 3, 692 2,510 2,487 2,556 2,526 2,477 4, 364 3, 483 2, 666 
SR OUAIN AS SOUS) riceccsvsscsuceschy <expisensseteasene concosseesissienevncoctee ewe 14,732 | 21,900, 18,715 | 27,105 | 29,130 | 28,236) 39,792 | 51,145 | 45,86)| 28,307 
Liabilities 
Current liabilities: 
, Accounts and notes payable ........... pabivesuaeecevevevessavgcsesevong Suet 2,429 2,921 5, 447 5,143 Rea | 7,076 | 10,281 8, 785 5,167 
Fixed Liabilities: 
a Mortgages on fixed assets used in business ...........c0 853 329 562 735 396 546 840 1,079 968 614 
Mortgages on fixed assets not used in business 433 258 336 7171 1, 068 937 107 2,467 1,365 838 
i Total fixed liabilities . 1,28 587 898 1,506 1,44 1,48 947 3, 546 2,333 1,452 
‘a RC CTBUIA DALLES: tac yeciedusat oxdeveeedsehtouceedsatavascscoavendstsessnroesees 2,202 1, 866 2,029 4,118 851 2,295 2, 963 2,929 2,945 2,320 
! BOCA TRAD INIOLOS 0 cc ahercsssccceesectesssverselartdosesicnasedacessscessescn 7, 055 4, 882 5,848 | 11,071 7,458 9,055 | 10,986 | 16,756] 14,063 8, 939 
_ Net worth: proprietor’s or partners’ equity inthe business SUS HM f 17,018 12, 867 16,034 | 21,672 19,181 | 28,806 | 34,389 | 31,783 | 19,368 
q Total liabilities and met Worth ...........ccecsscceeseeseees 14, 732 | 21,900 | 18,715 | 27,105 | 29,130 | 28,236 | 39,792 | 51,145 | 45,846]! 28,307 
is Average net sales of stores reporting 31, 126 68,339 71, 740 70,237 | 127,072 | 135,520 | 131,578 70, 663 
_ Number of stores reporting 81 16 96 172 21 24 45 298 
iy stm Bs L | ee 


it 


TABLE 6. Independent Drug Stores — Operating Results of Incorporated Stores by Annual Sales Volume and 


Occupancy Basis 1956 


Owned stores with annual net sales off Rented stores with annual net sales of 
Item 
| $50,000-$99,999 $100,000 and over $29,000-$49,999 [§50,000—$99,999 $100,000 and over 
4 
Number of stores reporting 13 ee 16 38 50 
Average net sales per store 77,716 147,224 40, 898 74,021 170, 554 
PAVICHAG CDOS AMINE SIV EDL ONV  crorstscsttensentievsrevoueapassstuoarsssvescersareryosaveesencnecerevers $ 19,173 23,980 9,506 16, 432 30, 313 
Average inventory, end Of Year .........scsrscsereees Reese des Frleceesecveneye cee tgy eeredececy $ 19, 773 26,528 10, 873 17, 180 32,012 
Average cost of goods sold...... oS 54, 223 101,130 27,538 50,421 110, 754 
Stock turnover (times per year) 2.78 4.00 2.70 3.00 3. OD 
Profit and Loss Data 
(Per cent of net sales) 

Gross Profit wesc aaa caccotc areca scsicsssettaraaatessaecaedecnbtesstessndruniesesseseet 30. 23 31.31 32.67 31, 88 35.06 

Operating expenses: : 
Executives’ and employees’ salaries and wages etc. (except delivery) 16. 88 17. 64 19. 54 18.19 18. 89 
PIE LEVICE VE en custteesersdepiccavarecscevevacsursuctutkcvncceectsdeaesstutyaeesvasaresscerscancacdsraceceestatoesas 0.50 O72 2H 0.74 1. 65 

Occupancy expenses: 

EL AXOS) sccsyescescivsatsvevadessssces Pass paibas'ss avaidshinaensanecesaadedgassdiesvaecpesamesdaeecauysasicaauesesesa 0.71 0.49 0.33 0. 34 0.25 
Insurance 0.56 0.44 0.57 0.46 0. 36 
BROTIG ie. secesssceeacewsase mare - - 3.48 3.03 2. 81 
Heat, light and power...... 0.78 0. 60 0.88 0.64 0.44 
Repairs and maintenance ... HS 0. 69 0.58 0.45 0.41 0.26 
Depreciation allowances ........cccrecccersseseresernees recebati osHntiscrencanstccantnans crtcasencatis 1.16 1.11 1.24 0.97 0.70 
acAllOCCMBANCY EXPENSES. ..cszcetssoncssestansensnstesascosessestssnanesseaisnsserssdten store 3.90 3.22 6. 95 5.85 4. 82 
Office and store supplies . 0.43 0. 59 0.57 0. 60 0.56 
Advertising .icssisssosese. ; 0.83 0. 74 0.72 0.98 1.19 
Net loss on bad debts 0.07 0.06 0.12 0.05 OnLy 
All other expenses ............. 1. 68 1. 80 2.14 2. 26 2013 
Total operating expenses ... sasbaieeer a2 24.29 24,77 31.25 28.67 29.41 
Net operating profit .......... soiesettasdudgrr'esunurnesteactessvarevametenarertassedsek varrsareeedoruss 1,42 3.21 5. 63 
Weta E iA AAAS PBL TIC OSC: sash sssccancesevaa tote cvassdsave ensdovessuesetssveecededonospsuisaineutssvicenasi sieests 0.49 0.55 0.51 
NOn-trading EXPENSE .........cccrssessrssessceresesecenes 0.01 0.07 0.03 
Net profit before provision for income tax 1.90 3. 69 | 6.13 
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TABLE 7. Independent Drug Stores — Owned — Financial Structure of Incorporated Stores by Size and 
Age of Business as at December 31, 1956 


+ 


Stores with annual net sales of Total 
Item all sizes 
| $50,000 -$99,999 $100,000 and over $50,000 and over 
iNecote (Average per store) 
Current assets: 

- Cashion hand:-aind! in bank <c..ccccacscceeteteesecoceres scouetete tet svaccsdecessacdocares ue scustenceateones 6,779 8,684 7,693 
Accounts and notes receivable (net) Be 1,805 3,687 2,708 
Merchandise inventory .............ccsceceee: “ 19,773 26, 528 23,016 
Other current assets....... § 5,099 TBP 3,310 

Total current assets ... 33, 456 40,271 36, 727 
Fixed assets (net): 
USSG THE DUSINESS' <i, feeravoccscvecveurcceucscteassvecsehesacacadccsrovashssacavacecevevsneveersovadcssceracerarers 14, 245 25,324 19,563 
Notas edtin' theabusSim ess eisai. sacocacstestestavesacttova oveectonsasacctectontdusucaseude teens cttecacuccaeetee 2,400 2, 369 2,385 
Total fixed) assets (Mek) nrs-ceesces te tece cet esecke ve svacetceceeeseeroesdscescraneacstcasniescsseeectaemecten 16, 645 27, 693 21, 948 
Other assets: 
TOWe Le MAT eSiee MtSe ec ee <scceaseecavcetonaaiasaacehecscanssemevaraderactereceestnesceptre renee teacandemneees 990 2,668 1,796 
Other assets Re 4,299 1,827 3,082 
Total other assets 5,289 4,495 4,908 
TOFAM ASS OCS s celesces nace atages codrecate recess Oek ou'ce ston ae ete aes cer eae cass MEE ots ence Ome 55,390 72,459 63,583 
Liabilities 
Current liabilities: 
ACCOUNTS SANGIN OLeSt PA VAD LEM cciisenccsocvecceocecosnchercerceccevecervensrevertas teceracatecere ocetonssecatatoes 7, 238 11,101 9,093 
Fixed liabilities: 
Mortsages ontixed assetsius ed) In DUSINCSS <o..c.csccecacescosescocnsousstoncsuevchycnssaeeratens hss 4,322 5, 874 5, 067 
Mortgages on fixed assets not used in DUSINESS ...........csssccsssrrsssssnenececesonsrsvesssczere 129 - 67 
Total fixed liabilities -....................eee Sedbs spokes aacesea szansues tance datetanaah inant ceive sttasats 4,451 5, 874 5,134 
OLN SLM AUNTIE O. Sic, a doeceet once wos asudvowcestscs-b deiedscbacttav cack seus veces svavans caleuecuataceeeees dete reeaeeerers 4, 562 5, 949 eral 
WM UW FETA, VA a et weemete sees eer ener Bere ere peice REL ey eo pe ESR E REO RESP eCerC a ON ESSERE SPE 16,251 22,924 19,454 
Net worth: 
Caritas UOC pen caece se satetee te detec conc nec cea eee avora aces otetecvovractoaste Rccousstenscuatneeteee ain sue riat ates fo, 050 14, 397 14,739 
Surplus and undivided profits . . 24, 034 35,138 29,390 
BL OLA LUMC GAW OM Gay acca exes ecaarcaceieca sens a tasanscopts tape ceckascesercenstts ees snus se ane Ruceree occas emma eee eee 39,139 49, 535 44,129 
Total liabilities an dimets wortla) zccccececcnase-oe-ccc exes aeeneace = cacesartedatetacey execucseesars-ceataness 55, 390 72,459 63,583 
Average net sales of stores reporting Z hs tee 147, 224 111, 080 
INLIEDER OF SLOPES! TOON LING acon ter ctctecuccvescrscnsvcaseoeronzenestecenctuvavacren baton s\aseparaoucneranrexaaesereee 13 [ V2 Zo 


TABLE 8. Independent Drug Stores — Rented — Financial Structure of Incorporated Stores by Size and 
Age of Business as at December 31, 1956 


Stores with annual net sales of 


zi ee 
Them | $50,000-$99,999 $100,000 and over ee 
as i: 5 $20,000 
$49 ,999 |. , 
: Under 10/10 years Total Under 10 }10 years Total and over 
years and over years |and over 
Assets (Average per store) 
Current assets: 
Gash on handrand) in) Danke Siiecducccsscscussccecssevesssersecassscssoccevocserssersvevers 2, 338 2,560 5, OL 4, 036 1,362 11,494 9,639 6,478 
Accounts and notes receivable (net) ved 1,374 1,750 Di pelidad! 1, 963 4,679 6,326 5, 586 3,017 
Merchandise inventory ............:::sscese+ bee 11,347 | 16,'830"|- 17,530 ||" 17; 1808 Sl,c0 |= Sh. rso | Sips5en | 2s a26 
Other current assets ...... ake 289 652 505 578 410 Braga! 3, 034 STs 
Total current aSSetS -......s:..sse:.ccsesecessreee . 15,348 | 21,792 | 25,723 | 23,757 | 43,758 | 54,740 | 49,809 | 35,036 
Fixed assets (net): 
Wed nite. DUSINES Ssccsc.cece-ecuecesssusetresroxcostecessascvicedsaaccuceseses Joncabecsene 2, 669 3,545 3, 009 Shs CANT 7,344 4,209 5,616 4,311 
Wot used Im the: HUSINES'S: 8:. 35 scee dad ovacscocecesexcacecevagenctcestoscvatestuaters - 21 _ 11 844 Lets2 1,334 645 
Totalifixed assets: (net) seen koeeineceanee ee rreneen coer 2,669 | 3,566 3,009 3,288 8,188 | 5,941 6, 950 4, 956 
Other assets: 
Tiome. COMM IN VESTHIOMES aR Ree tieiccsts ks ccsaudanccevrauctevarecstswesescsseesnceres 603 235 1,416 826 4,059 2s DOL 3,200 1,934 
Other assets a 1,981 gnats 1,441 1,827 | 13,194 2,978 7,565 4,606 
Total other assets 5 2,584 2,448 2,857 2,653 | 17,253 5,479 | 10,765 6,540 
Total ASSES sccdiesecoabs peore ease eee evs apa ganar ena heatedalecataes 20,601 | 27,806 | 31,589] 29,698 | 69,199 | 66,160 | 67,524 | 46,532 
Liabilities 
Current liabilities: 
ACCOUMIS ANG MOLES, DA VAD Go. aiciavopsnarcsaccanenesvakisendcsvesdeusecsnnadensasesanes 4,291 5,448 5,994 5,720 14, 601 15,449 15, 068 10, 001 
Fixed liabilities: 
Mortgages on fixed assets used in bUSINESS ooo... lee es eeceeeeeeeeeeseeee - _ — - 385 145 253 122 
Mortgages on fixed assets not used in bUuSiNneSS ...........ccececeeeseeeeees - - “= - - 563 310 149 
Total fixeduliabilittos eres ce carecs stake eeabaasesseenpacte sven accecasieucncsdgseateess - - - -- 385 108 563° 271 
OthormMila UMS sare, sccscxececerenave omeetees cs «te aavenvansanusmroseccusessneacsuccavaccrecnssaerare 2, 367 5, 890 3,197 4,544 8,181 2,689 5,155 4,517 
otal bPap seis sc cseras cee reno ko nek owcnse ns terteoe x ees anrecesencsoueteataes 6,658 | 11,338 9,191 | 10,264 | 23,167 | 18,846 | 20,786 | 14,789 
Net worth: 
CapitaliStOGks o.0...cccsasciscssdnsivncscouscecsctssostocese-or:spvausscusceenapcsesancranvaniousans 8, 331 8, 958 11,392 | 10,176 | 26,876} 11,860) 18,601 13, 959 
Surplus and undivided profits = 5, 562 7,510} 11,006 9,258 | 19,156 | 35,454] 28,137 | 17,784 
"Total Mets worthh <<cceccccasssctecsetasucs coos = ste sa avceececeaaetug: at ecaustenaeneesbeeeresenes 13,943 | 16,468 | 22,398 | 19,434 | 46,032 | 47,314 | 46,738 | 31,743 
Total liabilities: and! nets worth <<-...::---n<+-12-¢nsssassacaseccndanpacsnonetoaansas 20,601 | 27,806 | 31,589] 29,698 | 69,199 | 66,160, 67,524.) 46,532 
Average net sales of stores reporting .. oe 42,191 74,809] 73,233] 74,021 | 172,278 | 169,210 | 170,588 | 115, 730 
Number of Stores: Pe pOreLMeS 5.07, cya cucasancassvaenusedueasduncosecauedstecvevdeaivousbacran ily 19 19 38 22 27 49 102 
SS ———— 
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OPERATING RESULTS AND FINANCIAL STRUCTURE 


INDEPENDENT DRUG STORES 
1932 


INTRODUCTION 


This report is a continuation of the practice of the Dominion Bureau of 
Statistics to publish operating results and financial structure for selected trades 
primarily as a guide for retailers. The averages and ratios that are shown in this 
report can be used as a Standard by which businessmen can compare their own 
operating experience. The pattern of expense and financial ratios by size and age 
of business permits direct analysis of operating results for the year. It should 
be borne in mind, however, that the averages and ratios as published in this 
report do not represent top performance guides. They are the ‘‘average’’ of a 
broad range of operational efficiencies. 


This survey of independent drug stores covers retail establishments selling 
mainly prescribed drugs, patent medicines, toilet articles and preparations. Other 
lines such as tobacco, magazines, novelties etc. are also sold. Stores operating 
a soda fountain or restaurant in conjunction with the drug store were not included 
in this study. 


Although this report is similar to the previous operating results reports 
issued for this trade, some slight changes have been made in the presentation 
and quantity of information in order to increase its value to the user. In Table 1, 
the historical series of major operating ratios is shown for an increased number 
of years. It is hoped that this change will enable the users to more readily 
compare the trends in operating with their own experiences during the years. 
It should be mentioned that the data in Table 1 as well as the ‘‘total’’ column in 
Table 3 and Table 6 have been weighted in order to arrive at ratios which are 
representative of the trade as a whole. Weights are assigned to the ratios in 
2ach sales-size category in relation to its position in the sales picture as found 
in the 1951 Census. Averages and ratios in the tables not indicated as being 
weighted represent the actual averages and ratios obtained from the reporting 
panel of firms in each cell. 


Note: Profit and loss and balance sheet definitions are shown on pages 10 and 11. 
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TABLE 1. Operating Results of Independent Drug Stores, 1952-59 


Unincorporated Incorporated 
Item 
1956 | 1959 1952 | 1954 1956 1959 
per cent of net sales 
GLOSS PIOfite ccc. creote ctteenen tee secceceestortereesseenees 28.94 | 29.82); 30.26 | 31.58] 33.42) 32,14 32, 98 


Operating expenses: 

Employees’ salaries... .atccscss: cossssesssreres-cecueeres - 68 9. 20 8.62 8. 84 18. 74 18. 53 
32 4.77 5. 19 5. 36 Bn a 5. 16 
59 0.62 0. 56 0. 44 0. 67 0. 64 
74 0. 83 0. 80 0. 85 1.05 1. 08 


- 66 2. 81 Ly Ml 3. 39 3. 04 3209 


OCCUPANCY® esecarene cove cecce oes cncsocsesteuscenesoeescuteeee 


Office andeStOnersSup pS wasnt tecctersee esses eereteees 


AAV Or GSU Gio. c20 acececes due supevevcdeu esetaacesseeserswonecpee eres 


i) oO i=) we foo} 
° ° ° 


All other expense Siren etree cecmeieerte conte ee ac omeresces 


Total operating EXPENSES ............::ccereeees 16.99 | 18.23) 18.14] 18.88] 28.83) 28.50 


Net operating profit before income tax and net 
MOM=tla dimes MNCOMC sescceccen-seese-etevencaeresessseresoresee 11.95 11, 59 12.12 | 12.70 | 4, 59 3. 64 


1 Before proprietors’ salaries in the case of unincorporated firms. 


Note: These ratios are ‘‘weighted’’ according to the 1951 Census weightsof the different sales sizes forindependent 
stores. 


TABLE 2. Independent Drug Stores — Balance Sheet Ratios as at December 31, 1952-59 


Unincorporated Incorporated 
Item 
1952 1954 1956 1959 | 
Current: Tatio —O Wile dice cass ceasscaeae-cdesncsrccdeanccescusacaen Seo Sy 4. 20 B35 el ZB teal 
- 
Rented Ss. Cekae Hees. SSeS 3.68 4, 36 3. 78 3. 44 2.85 
Weiduidityeratlo— Owned vee ens reteset cee ee 136 1. 06 1.47 19 0. 82 | 
RUGNtAC ee rcs etc nae coer 1a32, 1. 48 1.09 1. 08 0.91 
Working capital to net worth ratio — Owned ......... 0.58 0.53 OS53 Osa2 0. 48 | 
Rented ....... 0.76] 0.78| 0.74] 0.72 0.71 | 
Worthiidebt ratio — Owned enc cocnscts caterers encceescene Saks 3.04 B00 2. 86 Leute: | 
Rentedeers ree 2. 68 2.91 Peal 2. 04 pe) 
Turnover of total capital employed—Owned ...... 1. 90 1.91 eo asia 1. 80 
Rented ...... 2. 64 2. 60 2586 Pees hs 2.67 


Note: See page 10 for definitions. 
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TABLE 3. Independent Drug Stores — Operating Results of Unincorporated Stores by Annual Sales Volume and 
Occupancy Basis, 1959 


Owned stores with annual 


net sales of 


Rented stores with annual 
net sales of 


Item Total? 
$20,000- | $50,000- | $100,000 | $20,000- | $50,000- | $100,000 
49,999 99,999 and over 49,999 99,999 and over 
+ -—- 

SP MUD CRAOMSLORESAne PON INey 5 reece sme esrve ere ree etx stabacaoabeanses 54 50 26 36 113 54 345 
Average net sales per store .. $ 36,110 70, 182 139, 168 38, 110 73, 049 131, 062 69, 256 
Average beginning inventory..... $ Coe P73 15, 065 24,499 8, 959 13, 865 24, 065 13, 967 
Average inventory, end of year. $ 10, 145 15,645 25,415 9,054 14,678 24, 816 14, 533 
Average cost of goods sold....... es 255379) 48, 332 94, 656 26, 070 49,441 89, 408 47, 285 
Stock irurnoven: (times: DET. Val’). camen, mcscsctcveveehy sib descessseteaneckevenevanctes 2D0) iy alls) 3.79 2.89 3. 46 3. 66 Bud2 

Profit and loss data 
(Per cent of net sales) 
GOSSHPLOLLU eee. & ve cewetee oe ean sa ese eo eos cena onl oG wept cvnnaavay'ndkipnyas bicsnswueme duende 29.72 31.13 31. 98 31.59 32. 32 31.78 31.58 
Operating expenses: 

Employees’ salaries and wages (except delivery) 5.07 9. 23 11.68 9.12 9. 23 10.44 8. 84 
Delivery 0.62 1.05 1.07 0. 93 TL 1.67 1. 06 

Occupancy expenses: 
Taxes 1.02 0. 86 0.61 0. 38 0. 34 0.27 0.56 
Insurance . 0. 78 0.67 OSH 0.46 0.48 0. 44 0.55 
Rent siete: - - - 3.07 2.70 2.07 1.78 
Light, heat and p ‘aie To22 0.92 0.71 0. 69 0. 64 0.50 0. 78 
Repairs and maintenance... 2 0. 95 0.59 0.58 0. 37 0.51 0.47 0.55 
DepreciatLOnvailowance’s:. £ secareaversscseaekerentvessdumeauavereeen erate ed 1.58 1.64 ati) 0/57 L058 0. 98 1.14 
DOtaliOCCUPANCY CXPENSES o...5c.sesesbsvcctasessscasivcesvessiesysveversReooaasess 5.55 4.68 4. 02 5.54 5. 72 4.73 5. 36 
Office and store supplies ........ 0. 48 0.41 0.61 0. 30 0.48 0.50 0.44 
PACIVCRLIS Gan wastosenecsvenisseareu 0. 69 0. 89 1s 8} 0.65 0. 76 1.07 0. 85 
Net loss on bad debts .. 0.07 0.09 - 0.07 0. 05 0.07 0. 06 
All other expenses .............0 2. 28 2. 30 LIST 2.30 We 3d 2.09 AeA 
MotallOMeratiNg |OXPONSES bo... ceissiscsisssscasascessauoassoiverpnssysoaareroceacaapises 14. 76 18. 65 20.38 18. 91 19. 78 20.57 18. 88 
INGHLOper ACN PTOR tone assrt nek ienes caves chceetanpavv ave ve notte wucusss vvonianah Shvvles dupes 14. 96 12.48 11.60 12. 68 12.54 11,21 12.70 
INON=tra Gin euine OMe rr, seeremaa qe nete ceacnig sferaie vate tegeans sVesseto orvarebayes arswsbebepapaels 1.73 1.55 0.91 1. 04 0.57 0. 70 1.03 
Non-trading expense... 0.16 0.12 0.19 0. 26 0. 18 0. 03 0. 16 
Net profit before deduction of proprietors’ salaries and income tax.. 16.53 13. 91 12..32 13.46 12. 93 11. ial 13. 57 


1 Averages and ratios ‘‘weighted’’ according to the 1951 Census weights of the sales 


sizes for independent stores. 


TABLE 4. Independent Drug Stores — Owned — Financial Structure of Unincorporated Stores by Size and 
Age of Business as at December 31, 1959 


Stores with annual net sales of 
T Total 
Tern $20,000- 49,999 all sizes 
$50,000- $100,000 $20,000 
Under 10 years Total 99,999 and over and over 
10 years and over 
Assets average per Store (dollars) 
Current assets: 
Cash on hand and in bank............... 1,259 1, 871 1,741 4,919 7,486 4,117 
Accounts and notes receivable (ne 741 426 493 1,225 1,724 1,022 
Merchandise inventory ...........ccscceeeeees 12,593 9,136 9, 867 15, 835 25, 113 15, 344 
Other current assets..,,.., sh res 1,401 1,471 865 2,543 1,448 
ROCA CUREODE ASS EUS Sis ccucseii cesses Nevis atapensseou esr oeaveaipeatesssueeneess 16, 324 12, 834 13,572 22, 844 37,526 21, 931 
Fixed assets (net): 
WS CoINUENeIPUSINESS sosrveviecceessuusa et cpnvsesavare rove tesvaestageeesoceuyecth veveunstens 11,561 8,279 8, 973 14,398 31, 893 15, 630 
NOtAUSEd Nath es bUSIMeSS Resaseceeevites ins vassevornoasestester es evendalavedsrevssers 87 2,234 1,780 1,622 4,557 2,270 
Motal fixed assets (net) cc. erie aac eats vatereveneppaneameesten eves 11, 648 10,513 10, 753 16, 020 36,450 17, 900 
Other assets: 
Honey LEPMMAN VES EMO RES) sitesicessvoesuby ain celsses'aaoesisvancverssvenovgnah'eapenadenyetcaees 1,089 2, 123 1, 904 1,931 3, 705 2,272 
COUMEHEA SS OUS WRT ete teen ansecus OU Ta eee see coo RSET tateta as Useaeeen ce 107 258 227 586 2,374 792 
Ota OLREL ASSOLS ci ecbe eee nn conn PRR pense Oey 1,196 2,381 2,131 2,517 6,079 3, 064 
i OtalPASSOUS ce Re ciceciacctete rte Mee ee scores geteav sahondovecte stab ehuteteaty 29,168 25,728 26, 456 41,381 80, 055 42, 895 
Liabilities 
Current liabilities: 
ALCOURES ANG HOLES* PAY AOIE x, ckccparetophotobcocnakousedavectucneapyeqnctcassescoees Salo 2,670 2,786 4,792 12,672 5,527 
Fixed liabilities: 
Mortgages on fixed assets used in the buSineSS .............:.cccceeee 5, 645 781 1,810 1,978 10,105 Spot 
Mortgages on fixed assets not used in the business.................. - 185 146 194 1,231 380 
Total fixed liabilities 5, 645 966 1, 956 2,172 11, 336 3, 901 
Other ta buiGles’ SRS iS ..c:..cssccterascnne 2,419 946 1,258 2,471 1,033 1, 685 
Motal) Wabilities F5....-.:.:2...-.2-+-c00 11, 279 4,582 6,000 9,435 25,041 11, 113 
Net worth: Proprietor’s or partners’ equity in the business............ 17, 889 21,146 20,456 31, 946 55,014 3), 782 
Total liabilities and net worth.................. 29, 168 25,728 26,456 41,381 80, 055 42, 895 
Average net sales of stores reporting . Rs 39, 007 34,914 35, 780 70, 323 140,349 69, 961 
DHIIET OL SLOPES TEPORCIIIE coccsccccrrupsctbiudhcscnnssuncscvsroverchontetennmtonenshonetens 11 41 52 49 25 126 
i 
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TABLE 5. Independent Drug Stores — Rented — Financial Structure of Unincorporated Stores by Size and 
Age of Business as at December 31, 1959 


Stores with annual net sales of 
Total 
mera $50,000-99,999 L $100,000 and over all sizes, 
$20,000 - — oa $20,000 
49,999 Under |10 years Total Under 10 years Total and over 
10 years [and over 10 years jand over 
— | 
average per store (dollars) 
Assets 
Current assets: 
Cash onvhand and in; bamkees.ccc-s.cecee ce acactcerarenee Mtecacnacteetaremeaee es 2,897 2,902 3, 822 3,428 5,365 7,394 6,830 4,301 
Accounts and notes receivable (net) . re 570 155 1,113 960 2,687 2,592 2,618 1,363 
Merchandise inventory  ..................0.5 Ba 9,439 14,437 14,857 14,677 25,461 23,975 24,388 16,545 
CHRP CULPENE : ASB EUS oo ici occavsnseck voveeerucctasmblor eee oncyomnranedut tasers tes cnanes 987 865 POG 986 529 5,643 4,222 1,901 
"Total CUTENt ASSEES c5iccs cece tle soe eae Nae wise eveaenee es Oe ee eres 13,893 | 18,959 | 20,869 | 20,051 | 34,042 | 39,604) 38,058] 24,110 
Fixed assets (net): 
Used in) the DUSINES So esereces aie ces teacearscs ous vevnucehs teacssaspaacacaseneswctsanmonte 1,758 6, 000 3,770 4,725 7,873 5, 783 6,364 4,692 
Notsusedlin the business. ccccsntcencaccon tear can capac s ane cecnrenta 3,209 1,158 4,175 2,885 2,274 6,333 5,205 3,594 
Total. fixed ‘assets: (Net) scscecers: Mie. cie sss ecerts th deveheverecsan ect eaenensies 4,967 7,158 7,945 7,607 | 10,147 | 12,116] 11,569 8, 286 
Other assets: 
Hong: termUnvestments we, gs. cncacote yecesocesaccste dd eeaseteccoereuesnanaeenaeee eg? 1,400 735 1,967 1,439 1 HES 660 858 1,268 
Other assets - 35122 1,367 953 1,130 2,853 918 1,456 1,556 
Total O€Wer assets cn otc: iiscsse anes hs ocsae Save amass ease eaereecee pees 4,522 2,102 2,920 2,569 4,226 1,578 2,314 2, 824 
Motia lasses A Keni eet ise. cess sacs ceeadte ascnasaa- esd tasdeeveceasa ceo reat ores 23,382 | 28,219] 31,734 | 30,227 | 48,415 | 53,298) 51,941 | 33,220 
Liabilities 
Current liabilities: 
ACCOUNTS ANd MOVES PA VRIES. I Lay rans cccetvinas BirePerwnneavevsvoteavecastnds 2,667 6, 704 5,598 6,072 10,951 11,565 11,394 7,007 
Fixed liabilities: 
Mortgages on fixed assets used in the business. ........... . 393 2,454 675 1,437 4,473 745 1,781 1,359 
Mortgages on fixed assets not used in the business .. iy 756 510 1,512 1,083 466 1,778 1,413 Leit2e 
T ofal fixed Tia b iit kes jicace- sce veeseaas pec caseessesn ne teckeadoosaaete coaabtes savetsewse< 1,149 2,964 2,187 2,520 4,939 2,523 3,194 2,481 
Opher Wabilitless...t.,.vscsasateersccseteeteace tea cassanveseoveots tockazeeuiea ve csuenecsaaestiees 666 L030 UAE 1,384 8,559 2,696 4,325 2,095 
Total liabilities .... 4,482 | 11,199 9, 060 9,976 | 24,449 | 16,784] 18,913 | 11,583 
Net worth: Proprietor’s or partners’ equity in the business ............ 18, 900 17,020 | 22,674 20,251 23, 966 36,514 33, 028 23,637 
Total liabilities and net Worth 0.0.0.0... eee ereeeneereneeenes 23,382 | 28,219} 31,734 | 30,227 | 48,415 | 53,298] 51,941 | 35,220 
Average net sales of stores reporting oll Moy eee 13,229 73,241 73,236 | 140,490 | 126,150 | 130,133 83,456 
Number of stores report Mie eee ceo ca ccecsaniveiidenrdsre nnsatuasun opwareracamnissines 32 45 60 105 15 39 54 191 
ee) | t 


TABLE 6. Independent Drug Stores — Operating Results of Incorporated Stores by Annual Sales Volume and 
Occupancy Basis, 1959 


Owned sce Rented stores with annual | 
net sales of net sales of | 
Item if Total* | 
ee ae - $1 ore 
and over 99,999 and over | 
en es | 
Number. Of storeste porting. 5. ogea- ots: <castenceyadeayns cones nun vanes egeteaecaeues sass sasueeap keene 13 33 50 107 | 
Average net sales per store . 7 142, 734 76,819 201,754 119, 983 
Average beginning inventory.... $ 27, 132 18, 337 32,7700 22,927 
Average inventory, end of year $ 29,445 18, 821 eae te) 24,116 
Average cost of goods sold...... $ 95,596 51,497 134,350 80,189 
Stock turnover (times per year) 3.34 Bene 3,96 3.41 
Profit and loss data 
(Per cent of net sales) 
GOS PROTEGE Ae cove essai eset cae aetee Rec PEt nasa ph nee chee eee AR oi Coase PO ae een 33. 03 32.96 33.41 32.98 
Operating expenses: 
Executives and employees’ salaries and wages, (except delivery) ...... Eideshiessent 19.04 18.57 17.36 19.00 
1D =) 5 AIZ-) ss ginpeee PMaanates fear eae rdeen CEMND Me enraenensen tity AP Tee NCNI S Octy oeiee AACRRG Ae a ens coment 0.45 0.69 1.78 1.00 
Occupancy expenses: 
IDAX Si. SEERA recente ee a ee ids san ae PEON Ee cee OC MCs Ae ade sae ER ES can 0.79 0.40 O72 0.64 
Insurance 0.42 0.56 0.44 OL 
RONG ho cr xvnnacrcsscameennes _ 3.10 RS Bi 2.20 
Light, heat and power ...... 0.75 0.77 0.46 0.71 
Repairs and maintenance.. f Ours 0.40 0.32 0.44 
Depreciation allowances: ccccos.ssstencswcdake viccorscclasaeeccutenisatv one deaeian evacenec ema meeaoneh 1.88 0.94 0.91 1.04 
Total OCCUPANCY CXDONSES = «.-.0cc5c5-002fcegetcs Boo cacs ace ccteccheegeeaacpasoesx cenit aeons 4.57 6.17 4.77 5.59 
Office and Store:GUppWles: Bi. ..coiscssccsvsesaseeeeeansenuas ee 25 A 0.33 0.40 0.60 4 0.44 
Advertising asi.45)...ae a 0.91 1.07 1°44 b Mp [hs 
Net loss on bad debts . sa 0. 06 0.17 0.08 0.12 
All other expenses ................ - 2.43 2.25 2.33 2.56 
Fotal operating: €xpensest...0:.-..,<.2::- fmt tance csc stators ted tae csee ai ae aie aete 27.79 29.32 28.36 29. 86 
INGE operating Prolit 55 eases ies ccescscctecontetescteteccsncsnac cx sPetetest tuaeienersarn tn oteattenadtdewsan 5.24 3.64 5.05 3.12 
Non=trading. InCome ty, cccccic ke ereceste ceca cae cust Metta dana cle eee sea se dies county see ee cons 1.84 0.66 0.56 1.06 
Non-trading expense = 0.58 0.61 0.22 0.38 
Net profi¢ before provision fortincome lax Bic icsccaic-ccscenanasevecsinsancceranvssbuseenceseseressee | 6.50 3.69 5.39 3.80 


1 Averages and ratios ‘‘weighted’’ according to the 1951 Census weights of the different sales sizes for independent stores. 
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P 
j 
j TABLE 7. Independent Drug Stores — Owned — Financial Structure of Incorporated Stores 
by Size of Business as at December 31, 1959 
) a te eae ee aS, an 
Stores with annual Total 
Them net sales ‘of all sizes 
‘ $20,000 
$100,000 and over and over 
iAnaets average per store (dollars) 
Current assets: 
DS Oi AAG EVV ESO) CET 08 Bese ea ghee mee ae, pn an ey PCE ear oti Rp hn Mi po 5, 118 4, 684 
Accounts and notes receivable (net) ne 4, 081 3,191 
Merchandise inventory ............ecseeeees 29, 445 24, 368 
Other current assets ...... ys 3,049 2,137 
OLA CUIT ONE ASSEOUS  ccccyscacgocsecurevs vise Veies cole. ssucsussivgecuswowsieacan nts cadsps inpaeaasahas vacsiowessantarennecaietederetencastettsaisactians 41, 693 34, 380 
Fixed assets (net): 
DISCO TONS THESINGSS Nec ticnvacsteetavaciadauetee ort -<onceepaiee eqan tno pceasane raat ais satounaettesaeise ise vasleenedhdsatetes SME ouairee texas Manet des ahdee Se 32, 867 27, T70 
INGURESE CIN ELC MDUNSEN OSS tr. cee ea vitee ek RRC Re har es see oe comer Deen Me NOER D Rtas W caiss asivass be taccaudebenenautntemeneate eddie des ammeaes 4, 730 3, 236 
, MROLHISINEAASSEES MEL) hociecaccesetncassdevenkecsis couse schon caciesannveseane Gicessvas see cueptuonecanomeanodconrecocte oe Pe tat rebate ce caiecsemesess 37, 597 31, 006 
i Other assets: 
: Long term investments .. 2, 402 Seb) 
; Other assets AA...05008 me 2, 589 3,541 
q BRDU Ry HEINEY AG SOUS Be toe ssc Sete tranny tee ae cca Rete etn Preteen CER ayn ivi dans dommancanapsptaxansiuiedpaguaaa etisastonae 4,991 6, 896 
MOLAL “ASS OUS siacssiecesenseistcce <cccptpenete cers cesenscntpslot secesois ou csSanesancuveccups certeccepaceees conss vices meta saat wacnudivcdsweUcesdavereesomse 84, 281 712, 282 
Liabilities 
Current liabilities: 
ACCOMMESTANAENOLES! DAVADLETE a... a estterasees teks « erat ee eect tana Meee eRe ence Pe sais says vse seadtsinausMeuiheescop ince sadiave'sentaiarpeoe 13, 589 12, 244 
Fixed liabilities: 
MOrtseges On Txed ASSEtS USE WW TNE DUSINESS aicccisesieinenessdnsncncorvaunvssounard cxaauipipondaashuatannacaasipnaiademoionnaabies 7,658 6, 899 
Mortgages on fixed assets not used in the business = = 
Total fixed liabilities ; 7, 658 6, 899 
OB eal ea AEG pes terme Serpe aek Ne 5 i Fe ce saw cs A ancceee Ts Se as woes wnse ce sacneaap end naan autts Seesieeartaeavaaitas 8,075 7, 264 
PR OU LOL LADEITEL ES cette sect rese eter ctetrs cette fens soe racer ert eee a sae herons etcms eee eo oy eatcas niu navicgp svncsausysendsusversenanesderavsasiesssesse 29, 322 26, 407 
Net worth: Capital stock 15, 949 14, 781 
Surplus and undivided profits . Pe 39, 010 31,094 
i PROG AL ACU WOLE, cercncnsc carey cccrsess cae cay secevav scceesu5s esata seaiswssvendscehesnrasctvas adaceadauvacesteuanoneetereercerneo tee test ehes meee etce eed 54, 959 45, 875 
3 PROCAL EL ADIT COS AIG EUW OLUR) fey ccnscccccronscteraccae ct oncnste ctenyancnet un caesaverarenscene cecmigesiaceeadsosadvatwadesovautcdcsewabsovorvaus 84, 281 712, 282 
Average net sales of stores reporting .. er 142, 734 118, 287 
| PVE ORIOL SUITES TOROLUING arcttscsarcuevcanerataache hnesnicuvanesuslavsecetseoansienersicconisiunaasuisaiveuisne susinenstee caeeetcteru ones rath at etaitowad se emcener 13 19 
, TABLE 8. Independent Drug Stores— Rented — Financial Structure of Incorporated Stores 
i by Size and Age of Business as at December 31, 1959 
ti 
4 Stores with annual net sales of 
J Total 
tesa $50,000 —99,999 $100,000 and over all sizes 
; Ts $20,000 
; Under 10 years Under 10 years and over 
a 10 years | and over Total 10 years | and over Total 
iAncete average per store (dollars) 
‘ 
, Current assets: 5 " 
$ WASMAON ANC ANGI AUK ce acexenne teceeeesceScesscesoeysunanensncrbauceseescapeceeeere=xtaat 2, 701 5, 167 4, 396 5, 704 8, 863 7, 638 6, 123 
Accounts and notes receivable (net) . ee 2, 754 2,943 2, 884 6, 797 Toke eae 5, 291 
Merchandise inventory ........cceee = 18, 747 18, 858 18, 823 33, 749 36, 252 35, 281 28, 110 
i Other current assets ...... a 409 1,,132 906 1,791 2136 2,371 Near fale 
4 PROCRINCUITONE ASSOUS eres: coetestse otc cueecesnassaet es indeacnasescrapsencsiscernascapen. ese ures 24, 611 28, 100 27, 009 48,041 55, 165 52, 402 41, 242 
Fixed assets (net): 
WSCA MMUNEMDUSIN CSS casccheaecieces catescetscacscoucopcacecevascoomaanvae spacccthcncesseranss. 5, 620 3, 100 3, 888 12, 188 9,003 10, 238 7, 440 
Nomusedhint tive DUSineGss i). fescciec ce cecesost mot cceeet oan aes cetocebaeoeteeddecvas 408 258 305 ~ 2,655 1,625 1,052 
_ Motalifixed assets: (NE) .ic5.2cosacwidzcaconspstisvoedsessousaddchesaseesacssonchesvess 6, 028 3, 358 4, 193 12, 188 11, 658 11, 863 8, 492 
Other assets: 
PEOUE WCE TINMIN Ve SEM CBES: sex. cusceovaccse anes rnarsnee ee av-ns.ces aes -nepesacescesttepresses 374 yal 1, 163 5,516 3, 867 4,507 3,035 
Other assets... a 1, 706 2, 250 2, 080 11, 160 9,954 10, 422 6,935 
Total other assets . eS 2,080 SU 3, 243 16, 676 13, 821 14, 929 9,970 
i MOGAIC RSS CES peeve rsircece cio seai chev anamun sees bere race aacey sien coseeeeeneoutiesr asec 32, 719 35, 229 34, 445 76, 905 80, 644 79, 194 59, 704 
‘ Liabilities 
A Current liabilities: 
. INGCOUNtS ANG MOLES DAY QDI: a cv ascceapevsesceozcsosseccsesnrsosssavonexs: duotwascesvevescoi 9, 223 6,915 7, 636 23,025 17, 766 19, 805 14, 492 
fi Fixed liabilities: 
Mortgages on fixed assets used in the bUSINESS ......... cc eeeeseeeeeeteees 105 _ 33 3, 430 610 1, 703 1,925 
Mortgages on fixed assets not used in the busineSs .............eeeee 45 - 14 - 1,233 165 440 
Dotabttixed! WaADUMAGeS o.oo. es cate -censeatsossyosesiccmsnee+ousancasvegnacenatepxaerans 150 - 47 3, 430 1, 843 2, 458 1, 465 
PD OPAL NGO’ Sar cas cvcsceus cap eeecisarecusus oversees ceatersutntenspreoscececcdvcuspesatostesccespaeweseees 5, 234 5, 930 ip les 10, 110 4,822 6, 872 6, 183 
RR GOE AR ULE SENSE LLG Sf siccacise aces orcas conranessssesee aan carteivess peer ce setadevessn ee saves 14, 607 12, 845 13, 396 36, 565 24, 431 29, 135 22, 140 
MC CRW OUMIERO AIT UA SLOCK: cace:secasecoswsossntanente ccs Seannecrecersncy oassneacteassnensrecesrers 7, 166 9,482 8, 758 17, 891 15, 796 16, 609 13, 261 
Surplus and undivided profits we 10, 946 12,902 12, 291 22, 449 40,417 33, 450 24, 302 
SADE CHEMIN US WOKGH! o- cer esasndsaiasusnseraraounsuivcceoencssscaxsheneeet dee necseveteesees tee econ ye 18,112] 22,384 21, 049 40, 340 56, 213 ! 50, 059 37, 564 
Total liabilities and met Worth ..............cccceeccccceeceeeeeerseteeeceeeneeeenees 32, 719 35, 229 34, 445 76, 905 80, 644 79, 194 59, 704 
AMSLASS Net SALES: Ol STOTES PEDOTNE .cunaesnnscenosarsanssusespaanersnionineavalenserpens 76,916 ie eo 717,078 204, 415 201,071 202, 368 148, 273 
INEM Otto MS VOTC SM ODOTUM Oia, -stnaversasursiceeseo-s-oopeaiacoaraphesseassesunsgactslarwecacnises 10 22 32 19 30 49 85 
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10 MERCHANDISING AND SERVICES 


DEFINITIONS 


PROFIT AND LOSS 


Items 


Net sales — the dollar volume of business done. Allowances and 
discounts granted to customers and value of goods returned 
by customers are deducted from gross sales, but sales of 
meals or lunches provided employees and any goods with- 
drawn by the proprietor for personal use are included. 


Purchases — are taken at invoice value less returns and allow- 
ances, cash and trade discounts. Added to the cost of mer- 
chandise are the following expenses; duty, inward freight, 
express and trucking, alterations, etc. 


Cost of goods sold — determined by adding the beginning inven- 
tory to net purchases and deducting the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and 
“net sales’’. 


Operating expenses — all costs incurred in the year’s operation 
of a business, except the cost of merchandise. These include: 


Salaries and wages (except delivery) — payments to employees 
before deduction of income tax or unemployment insurance. 
Proprietors’ salaries or withdrawals are included in ‘‘net 
operating profit’’ in unincorporated store operations. 


Delivery — includes salaries paid to delivery men, truck 
repairs and maintenance, depreciation, licences and insur- 
ance on delivery equipment and supplies used in connection 
with delivery (gas, oil, etc.) 


Taxes — business, property and water taxes. Taxes collected 
for remittance to governmental bodies and income tax are 
not included. 


Insurance — annual proportion of premiums for insurance 
policies carried to protect the business. 


Rent — paynients for use of business premises. 
Heat, light and power — cost applicable to year’s operations. 


Repairs and maintemance — costs incurred to keep fixed 
store assets operating efficiently (excludes capital 
expenditure). 


Store supplies — wrapping paper, office supplies, etc. 


Advertising — displays, window dressing and sales promotion. 


Net bad debt loss — estimated amount of uncollectable 
customers’ accounts receivable less the amount recovered 
from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, 
legal, auditing and collection fees, etc. 


Net operating profit —is the difference between ‘‘total oper- 
ating expenses’’ and ‘‘gross profit’’ and includes propriecors’ 
salaries and withdrawals before income tax deductions. 


Occupancy — the cost of maintaining and occupying a place of 
business and includes: rent, business and property taxes, 
insurance, heat, light and power, repairs and maintenance 
and depreciation. 


Non-trading income — interest earned, revenues from rentals, 
other activities, carrying charges and investments. 


Non-trading expense — interest expense, rental expense, any 
other expenses not pertaining to the business. 


Ratios 


Stock turnover — the number of times in a year that the average 
merchandise inventory is sold and replaced. The average of 
the beginning and ending inventories is divided into the cost 
of goods sold. 


Note: Each of the following ratios are expressed as a per- 
centage of ‘‘net sales’’. Consequently, it is permissible 
to make direct comparisons between these ratios. Each 
ratio represents a portion of the average net sales’ 
dollar. 


Gross profit ratio — sometimes referred to as the ‘‘gross margin 
ratio’’ or ‘‘mark-up’’ represents the difference between ‘‘cost 
of goods sold’’ and ‘‘net sales’’. It is the portion of the 
average sales’ dollar from which the merchant meets his 
operating expenses and obtains his net operating profit. 


Operating expense ratios — each item of expense, as well as 
‘‘total operating expenses’’ when expressed aS a percentage 
of ‘‘net sales’’ shows the amounts of the average sales’ 
dollar required to operate the average business. 


Net operating profit ratio — the remaining proportion of the 
average sales’ dollar after ‘‘cost of goods sold’’ and ‘‘total 
operating expenses’’ have been deducted. From this amount, 
the percentage allowances for both proprietors’ salaries and 
income tax should be deducted, in order to determine the 
percentage to sales of net returns on capital investment. 


BALANCE SHEET 


Asset Items 


Cash on hand or in bank — the amount of cash in the business 
at the end of the year. 


Net accounts receivable — all customers’ notes and accounts 
owing to the business at the end of the year less any reserve 
for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand 
for resale but does not include store supplies on hand. 


Other current assets — includes assets which may be converted 
into cash, if necessary within a reasonably short time, such 
as Dominion of Canada Bonds and prepaid insurance. 


Fixed assets (net) — the cost value of land, buildings, furniture, 
fixtures and equipment less any reserves for depreciation. 
Separate figures are shown for assets used in the business 
and those not used in the business. 


Other assets — investments uf a permanent nature not readily 
converted into cash and intangibles such as goodwill and 
organization costs. 


INDEPENDENT DRUG STORES 11 


Liabilities and Net Worth Items 


Current liabilities — obligations which must be paid in the near 
future (usually one year) and represent accounts payable or 
any item that may be considered as a direct lien against 
current assets. 


Fixed liabilities — mortgages secured by fixed assets and 
separated, as are fixed assets, between those used and not 
used in business. 


Other liabilities — long term notes payable, accrued expenses 
such as taxes due but not yet paid, and prepaid or deferred 
income, 


Net worth — Unincorporated business — the amount invested in 
the business together with any accumulated profits after 
proprietor’s or partners’ withdrawals. 


— Incorporated business — net worth is shown in two 
parts: 

(1) Capital stock, which represents the share- 
holders’ investment of fully paid-up sub- 
scribed shares, and 

(2) Surplus, which represents distributable sur- 
plus, capital surplus and earned surplus. 


Ratios 


Current ratio — Current Assets + Current Liabilities — indicates 
to what extent the business is able tc meet its current obli- 
gations out of ‘‘current assets’’. Care should be taken to 


examine the components of current assets because over- 
stocking of inventories ana overinvestment in credit sales 
(accounts receivable) can result in a stronger or more favour- 
able ratio. 


Liquidity ratio — Current Assets less Merchandise Inventory + 
Current Liabilities — sometimes referred to as the ‘‘acid 
test’’, is Similar to the ‘‘current ratio’’ as a test of current 
credit strength. A ratio of 100% (or 1) is usually considered 
favourable. 


Working capital to net worth ratio — denotes the relationship 
between ‘‘working capital’’ (current assets less current lia- 
bilities) and a proprietor’s equity in the business. That is, 
the proportion of ‘‘net worth’’ that could be realized readily 
if liquidation were necessary. 


Worth-debt ratio — Net Worth + Total Liabilities — if used in 
conjunction with the ‘‘current ratio’’, would reflect any 
weakening of the capital structure of a business through large 
loans which give a high ‘‘current ratio’’. 


Interstatement Ratio 


Turnover of total capital employed — Net Sales + Total Assets 
used in the business — provides an indication of the degree 
of management efficiency. However, this ratio should not be 
used alone because ‘‘profits’’ and not ‘‘sales’’ are the major 
criterion of efficiency. 
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DRUG STORES 


(Independent) 
OPERATING RESULTS 
1965 


INTRODUCTION 


This report is the first of its kind since 1959. 
During the 1961 Census of Merchandising and 
Service Establishments, data were collected on 
gross profit ratios for retail trades and these are 
published in Table 20, Volume VI, Part 1, of the 
Census of Canada, 1961; the small bulletin contain- 
ing Table 20 bears Catalogue No. 97-505. These 
publications are obtainable from the Queen’s Printer, 
Ottawa. 


It is the intention to survey drug stores (in- 
dependent) reported on by the present bulletin 
every three years. 


This report deals with profit and loss statistics, 
presented mainly in the form of percentage of net 
sales. Results are shown for sales-size groups in 
some instances. Balance sheet data are not pre- 
sented. 


The primary purpose of the operating results 
survey is to provide averages or ratios on the dif- 
ferent phases of business operation against which 
firms in the same trade may make direct comparisons 


with their own results. They also provide useful 
information to others interested in the cost of dis- 
tribution of consumer goods. 


Stores included in this classification are those 
selling mainly prescription drugs, patent medicines, 
drug sundries, cosmetics and toilet articles and 
preparations; tobacco, books, magazines and novel- 
ties may also be sold. Soft drinks and ice cream 
may be handled from abox cooler but the respondents 
to this survey did not operate soda fountains o1 
lunch counters. 


It should be mentioned that the data in Table 
1 as well as the ‘‘total’’ column in Table 2 and 
Table 3 have been weighted in order to arrive at 
ratios which are representative of the trade as a 
whole. Weights are assigned to the ratios in each 
sales-size category according to its magnitude 
relative to total sales of the 1961 Census. Averages 
and ratios in the tables not indicated as being 
weighted represent the actual averages and ratios 
obtained from the reporting panel of firms in each 
cell. 


DRUG STORES (INDEPENDENT) 


Financial data of 420 unincorporated businesses 
and 259 incorporated companies are included in this 
report. The gross profit for independent, unincor- 
porated businesses was 32.68 per cent of net sales 
in 1965 compared with 31.58 per cent in 1959. It is 
of some interest to note that the gross profit as a 
percentage of net sales for drug stores revealed 
by the 1961 Census of Merchandising was 32.3 per 
cent. Gross profit ranged from 29.3 per cent in the 
case of Newfoundland to 33.8 per cent for British 
Columbia. The Census statistics pertain to all 
stores of this kind, independent as well as chain, 
and incorporated companies as well as unincorpo- 
rates businesses. Salaries and wages, in 1965, for 
independent unincorporated drug stores excluding 
the pay for delivery employees, were 9.47 per cent 
of net sales compared with 8.84 per cent in 1959. 
Delivery expense was 2.11 per cent (1.06 per cent 
in 1959), occupancy expenses 5.36 per cent (5.36 
per cent), office and store supplies 0.45 per cent 
(0.44 per cent) and all other expenses were 3.24 per 
cent (3.18 per cent), making total operating expenses 
20.63 per cent in 1965 as against 18.88 per cent of 
net sales in 1959. Net operating profit, before 
deduction of proprietors’ salaries, withdrawals and 
income tax and addition of net non-trading income, 


was 12.05 per cent (12.70 per cent). Taking account 
of non-trading income and expense, net profit was 
12.75 per cent of net sales compared with 13.57 per 
cent in 1959. In the detailed tables, there is a 
distinction made between stores with owned pre- 
mises and stores with rented premises. 


In the incorporated sector of the trade, for all 
companies the gross profit was 34.57 per cent of 
net sales compared with 32.98 per cent in 1959. 
Salaries and wages, excluding the pay for delivery 
employees were 17.84 per cent (19.00 per cent in 
1959), delivery expense 1.66 per cent (1.00 per 
cent), occupancy expenses 5.29 per cent (5.59 per 
cent), office and store supplies 0.50 per cent (0.44 
per cent), and all other expenses were 3.91 per 
cent (3.83 per cent) making total operating expenses 
29.20 per cent of net sales in 1965 compared with 
29.86 per cent in 1959. Net operating profit, before 
adding net non-trading income and before making 
allowance for income tax, was 5.37 per cent (3.12 
per cent in 1959). Taking account of non-trading 
income and expense, net profit was 6.43 per cent 
as against 3.80 per cent in 1959. In the detailed 
tables, there isa distinction made between companies 
with owned and companies with rented premises. 
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TABLE 1. Operating Results of Independent Drug Stores 1952-65 


Unincorporated 
Item ; 
1952 1954 1956 1959 1965 
percentage of net sales 
GIOSS: DIOL Caer comets ate See rene ere een ieee Ree a oe 28.94 29.82 30. 26 31.58 32. 68 
Operating expenses: 
Employees’ salaries and wages (except delivery) .. 8.68 9.20 8.62 8. 84 9.47 
OCCUPANCY aratrmirae te ote ttcncamtrs otters cnctererctnentesecamere Sencar ee 4.32 4.77 5.19 5. 36 5.00 
OQHANSS ioe S Ons SHOT OWNS 5 oo ancocsdenonsnaeaoohoecosanaganasnadAase 0.59 0. 62 0.56 0.44 0.45 
PNGVEDUL SILC tueeert eetee tans sttheetr ent ene ees eect cr tae eaten ees 0.74 0. 83 0.80 0.85 0.80 
AU Otherse XDONSCSaac. estate ec oe ee eR eee eee 2.66 2.81 2.97 Bee) 4.55 
Total operating EXPENSES ..................cc0sccceesesseeeeeses 16.99 18. 23 18.14 18.88 20. 63 
Net operating profit before income tax and net non- 
trading Ancome se. Shei. ORAS. areas 11.95 11.59 Wa 12.70 12.05 
Incorporated 
1952 1954 1956 1959 1965 
percentage of net sales 
GOSS DIO L1G 4 oe nc toccs nso ctenece ete deta» Aansnttecaekres aetai ee ee 33.42 32.14 32.76 32. 98 34.57 


Operating expenses: 
Employees’ salaries and wages (except delivery) .. 


Occupancy 


Office and store supplies 


Advertising 


All other expenses 


Total operating expenses. 


Net operating profit before income tax and net non- 
trading income 


1 Before proprietors’ salaries in the case of unincorporated firms. 
Note: These ratio’s from 1952 to 1959 are ‘‘weighted’’ according to 1951 Census weights and for 1965 these are 


based on 1961 Census. 


CE 


TABLE 2. Drug Stores, Independent, Operating Results by Annual Sales Volume and Type of Occupancy 
(Unincorporated Businesses), 1965 


Owned stores with annual net sales of 


Item 


] 
$20,000 - $30,000- $50,000 - $100,000- | $200,000- Total 
29,999 49,999 99,999 199,999 499,999 
INUMPETaOMDUSINESSesute Dont = aeeeaeee ee nn en 6 25 73 45 3 152 
Ae la Cegne tS OSM e tal llegar ssnsse sare vate emeet ue certec sae mete arenes 205 tab 40, 608 73, 808 - 136, 422 224,320 96, 031 
Average beginning inventory... i, bol 11.361 15,373 23,233 26,226 17,730 
Average inventory, end of year 7, 848 11,283 16,131 25, 052 28, 908 18, 806 
LAW OLaeexCOS Ge OliE OCU SESOIG era s.ceccncasttssiersiccatome nes cloxieos isccssenmereentsnanest sates 18,944 26, 916 50,161 91,482 139, 248 64,161 
Stock turnover (times per year) 2.44 288 3.18 3.79 5. 05 3.35 
Profit and loss data 
(Per cent of net sales) 
GLOSSBDL OL tar ame ae ps ae saan Saber ade eee te suostncnaseSoeaou se ttaeas eta aSeohs 26.35 Sande 32.04 32.94 37. 93 32.67 
Operating expenses: 
Employees’ salaries and wages (except delivery) ooo... ..eecessssesceeeee oe 26 4.74 8.70 10. 83 13.48 8. 94 
Delivery expenses (including salaries and wageS) ..........cececcecececseee 0.16 1.60 1.54 Zoo erated P85) 
Occupancy expenses: 
PUK G'S 1a eee sure sae ottee ca rane cags as de nave (cceacov evan scatens sahsccere noavaawarnnvarensatbecabaccsces’ aeKs) 1.36 0.87 0.78 ec 0. 94 
Insurance , 0. 68 OaiiT 0.69 0.54 0.61 0.65 
REM Uae cancer se eee altos — _ = = pie 2 
Heat, light and power...... 1.61 1.24 0.86 0.75 0.88 0.90 
Repairs and maintenance 0.40 0.96 0. 62 0.49 0.96 0. 63 
Depreciation allowances.... Lely) 1.38 L.32 1.41 3.42 1.45 
Mota occupancy EXPENSES j,i av cdeacsnccnvanscossovasevcassettenMouscavsseece 5.46 5.71 4.36 3.97 7. 10 4.57 
GAME eLANCUS CONS IS UW ISS lev sccese eat oe tees ta naka cancer ae Se ceases econ ce 0.28 0.43 0.45 0.58 0. 72 0.50 
PNG ONE ISIN Cuneuaascrrarscesss-ssere ss 0.56 0.53 0.83 0.78 1.75 0.81 
Net loss on bad debts .. 0. 04 0.07 0.13 0.18 — 0.13 
All other expenses 2.06 Bin 2a} 3.04 2.47 2.76 2,84 
otalioperatinesexpenSeSia a. sectee te cee eerie eee teas 11. 23 16.31 19.05 21.16 28.98 19. 64 
Ne troperatin ge DrOE Gr so ceecccsccsacs ste peace ce coca senses coacts tears rae csboaoseees 15.12 17.41 12.99 11. 78 8.95 13. 03 
INOn=trald imersinc OMe meeeeneere sree. cslecetner te vee? Ga ote eye cee ee Mirae ony ses 0.31 0.70 1.48 1.09 Sal 5 1.30 
INGO Sta GING POX OEMS Cimaea, ce eew even cee esere oe SeaeMe ee tne css ore ee oe ee rorceiervcseees 0. 08 0. 04 0. 22 0.21 - 0.18 
Net profit beforé deduction of proprietors’ Salaries and income tax 15.35 18.07 14.25 12. 66 12.10 14.15 
Rented stores with annual net sales of Total 
‘6 —— owned and 
$30,000-| $50,000- |$100,000-| $200,000-j $500,000- Total rented 
49 ,999 99,999 199,999 499,999 999,999 
NUMDEN Of DUSINESSES, TEMONDIME, stee nce sree: ss cecnteroeeneeccreseaeerseaese=-+s sons coeierer 22 114 104 25 3 268 420 
AV CrawemmetcSAleS WOT LITMUS ta-tsateecsesseroicsstececvaadacsteuvavclevseexscsatercnscnsete™ 40, 031 73,600 | 135,789] 284,915 687, 554 111,240 | 106, 087 
VET AL CADE OLUTILME sLILV CNL ON Viens costn nce snescseceasenetees ceet-ccte werent ataserecaceten tree 10,490 14,613 23,647 39,269 94, 888 19,604 18, 969 
AWGr ACO mI MVeNUOny CMON ON VOCAL reese esc treeneenteee ten eeyesce eee eeencaenfeeeenes 10, 384 15,415 25,196 42,883 92,522 20, 798 20,123 
IV STAC ONC OSLT Ole OOUS 1S Ol Cn reir treme ertcaescessatent ene: steven ener Ceeteeeeseon corer 27, 612 48,757 92,320] 198,236 | 439,102 15,296 Mes 28 
Stock turnover (times per year)........ Oo) Sie 20 3.18 4.83 4.69 Sok 3.46 
Profit and loss data 
(Per cent of net sales) 
GROSSUDEORLU Cr stern reste sere caseae ace ence reno neaeenre wens ee nem e ssa ann eceee te 31.02 BBs. 75) 32.01 30. 42 36.13 32.68 32. 68 
Operating expenses: : 
mralovece: salaries and wages (except delivery)............:sceecseeees 6. 00 9.73 10.38 10.87 15.08 9.74 9.47 
Delivery expenses (including salaries and WageS) ooo... seeseeseeeee 1.76 2.18 2.42 2.30 4.07 2.24 Dr Aal 
Occupancy expenses: 
ores, 4 aeeen : Sed Ce ss eealnat ad aBTES AOU MIO Bde oats pe Na ESO O Gee ee Meempant ree senatncate 0.68 0.40 0.30 0.34 0.57 0.39 0.58 
Insurance ; 0.64 0.54 0.57 0.47 0. 84 0.55 0.58 
RGniG | meedccresseeer mes % 3619 2.86 2.48 Sei 4.56 2.85 1.88 
Heat, light and power..... 0. 92 0.60 0.56 0.48 0.68 0.60 0.70 
Repairs and maintenance.. 0.35 0.46 0.54 0.49 0.86 0.48 0.53 
Depreciation allowances...... 0.36 0. 91 1.06 0. 83 1.00 0.91 1.09 
MotaliOGcupanGy EXPENSES. cncc...ccousessocsrexscacedvyasescareesunsingesssouvn | 6.70 Howe 5.51 5. 82 8.51 5. 78 5.36 
OLIGCE ANG STOLE SUDDIVES) 2a .csscesepateracasvceseseeesssoccnvers tucugrerewasscceeenepentitg 0. 33 0.46 0.43 0.28 0.26 0.42 0.45 
PSGIVONTI SIMS. ota. .ccbevassenecsses 0.57 0.79 0. 88 0.76 1.70 0.80 0.80 
Net loss on bad debts . 0. 04 0.06 0.05 0. 03 - 0.05 0. 08 
All other expenses 1,84 De lO 2.24 1.80 ior 2,14 2.36 
EPOTAIODCLALING IOXPCUSES ceresss erect sanecny scarce cet secennseseecee ep eerenenseesens 17. 24 21.09 21.91 21.86 31.99 21.14 20. 63 
Net operating profit 13. 78 12. 66 10.10 8.56 4.14 11.54 12.05 
INCA aU NEV MIMIC CINE ee eter senses spy ee eseenaseescenfaasesbtestatsnen neente cree tats een eee seat ay 0.69 0.60 0.50 0. 80 0.96 0.59 0. 83 
Non-trading expense 0.34 0.12 0. 04 O12 -- 0.11 0.13 
Net profit before deduction of proprietors’ salaries and income tax 14.13 13.14 10.56 9,24 5.10 12. 02 12.75 
L 1 


TABLE 3. Drug Stores, Independent, Operating Results by Annual Sales Volume and Type of Occupancy 
(Incorporated Companies), 1965 


Item 


Owned stores with annual net sales of 


$30,000 - ] 


$100,000- $200,000 - 
99,999 199,999 499,999 Total 
Number of businesses reporting.. 8 16 3 27 
AVieRs FerMet, SALES *PELALLLM . J sncrsieedicosverss & Saveevetsesss svevsasecssenseoeseraderveoene se careceae teeta 64, 892 130, 797 266, 859 146,552 
AVverag eibeginning ANVEMtOry aecacetcccbescecucassecesekesssevtesneuce Geduciteusvecusetesazeuecuvevacensoct 15,455 26,003 79, OO1 36,489 
Average inventory, End Of YEA oo... csuceccscscesssesaass 15, 661 26, 835 80, 067 36, 944 
Average!cost OffeOodS=SOld! © Att scctstescacewcedusshevas susvoocastvensstrcotevstvcntectececercsnscecceutee 42,962 84, 372 LISs858 95,133 
StoOGKUrmOVETGLIMES DEL VCAT) ace.cts coceac cateostecttettoreesensctonner Mat astucasneh cores aetce 2.76 3.16 2.18 2.81 
Profit and loss data 
(Per cent of net sales) 
GROSS" Prolity sci Pacseesescouwescoccmnerets tt of eine sesdeect te Caerrnca seas vabideiewte micsaie «tose cae ateteeds 33.79 35.49 35. 04 34.92 
Operating expenses: 
Employees’ salaries and wages (except delivery) .........eee 19,11 LS ST Tet 18. 09 
Delivery expenses (including salaries and WaAgeS).. ics ceesccecessssecesessesecerees 1. 38 0.76 0.22 0.79 
Occupancy expenses: 
neeseecevetnne sarte cet spots iaasceueadasedepeee xe 0.79 0.98 0. 72 0. 86 
0.50 0.49 0.37 0.46 
Heat, light and power ....... 0.79 0.97 0.53 0. 82 
Repairs and maintenance . a 0.38 0.53 0.12 0.39 
Depreciation:allowanCes.c A vis. .ccosrenacavescevbcedvseseknsescswive coetsteparesaccurscmesesncrecse 1.61 2,04 0. 88 1.65 
Total OCCUPANCY EXPENSES. cocci accvsterodsictasvadievecdtve nsectatasatec ten acai iectavas 4.07 5. 01 2. 62 4.16 
Office and store supplies........ 0.53 0.41 0.26 0.41 
Advertising ............ 0.48 C. 94 1.69 1,00 
Net loss on bad debts... 0.13 0.17 0.31 0.19 
All other expenses.............. 2.26 4.33 3.65 3.60 
Total operating expenses.. 27. 96 30.33 24. 52 28.26 
Net: operating: prolits 225 eoiiscccsces cst aevasetsesst ours cies sochsve tic ecesatesteSane tenesserpee 5. 83 5. 16 10. 52 6. 66 
INONSELAGIN SALNCOMEH sos. cacacer Seceeteecseseictecadasctaps eet acscotacas apommeauteadiecacavaasas-unraniceress 1.38 POS | - Noy) 
NOMstraG ING EX POTS vas inecsesisackecstea ssevaeesctesecsucegestoes cei neceseamnattirettecs wesecasdccuatace trees - 0.23 0. 02 0.12 
Net profit before provision) Lor INCOME CAN: clraeacivesesouesiacee cceeseednesanecescenscectersees. mae 7.30 10.50 8. 06 
a, See eee PE 
Rented stores with annual net sales of Total 
owned and 
$50,000- |$100,000-|$200,000- i Total rented 
99,999 199,999] 499,999 | 999,999 


Number, of DusIneSSes Te pOrbin gists cayececteecccecesceometnscesscwerss eect eect oes 
Average mel Sates DET fnMy, avckecscce estes cote oacsestetrccaae accseee ete te aac ee 
Average DeeINMINe INVeENLOLY ei :csescmertneaticensscestaaesnaece mene iverson eat Mates wae eee 
AVGLace INVENTOR mend Ofpy. Caley ce oeeceeesn cutee nen ma ceacsneeente te aateancerccsene niet se 
AVETAage' COS Of COOdS ‘SOLA waseventeseatesssrectteeesiteeiuarosanasetnteeuatetcestcecteretone 
Stock turnover (times per year) 


Profit and loss data 
(Per cent of net sales) 


Gross profit 


Operating expenses: 
Employees’ salaries and wages (except delivery) .....cc.cececssccsessscecseseeseeeesee 
Delivery expenses (including salaries and Wa@ZeS) ....cccccceccsscsescsseceeessceeecese 


Occupancy expenses: 
PANG SY eacacees ssuacarntnesver encas usWen panty ttee nec c eee cee CUN sae ee ee oe tee ee 
Insurance 


Heat, light and power..... 
Repairs and maintenance ., 
Depreciation allowances 


Officeandistore:su DUNC Sia..c cree erence score cc eats no es ee 
PROVCRUUSIN Dar ere pccauee 
Net loss on bad debts... 
All other expenses 


74, 858 
19, 698 
19; 393 
49, 060 

2.51 


NOrS 2 SS9~sS 
~] 
aD 


w 
par 


117 
138, 112 
29,129 | 48, 243 
29,529 | 50, 800 
90,605 | 187, 955 


3.09 3. 80 
34. 40 34. 45 
17. 27 18.18 

1.92 1.74 

0. 36 0. 37 

0. 38 0. 31 

2. 60 2. 91 

0.57 0. 52 

0. 30 0. 33 

0. 94 0. 90 

5. 15 5. 34 

0. 50 0.55 

1. 02 1. 20 

OF 0. 09 

2. 32 2.36 


232 
163, 194 
32, 122 
32, 774 
106, 853 
2. 98 


259 

159, 590 
33, 067 

33, 677 

104, 314 
2. 94 


42} 


Sf? 


| 


DEFINITIONS 


Profit and Loss 


Net sales — the dollar volume of business done. 
Allowances and discounts granted to customers 
and value of goods returned by customers are 
deducted from gross sales, but sales of meals or 
lunches provided employees and any goods with- 
drawn for personal use are included. 


Purchases — are taken at invoice value less returns 
and allowances, cash and trade discounts. Added 
to the cost of merchandise are the following ex- 
penses: duty, inward freight, express and truck- 
ing, alterations, and transportation costs from 
warehouse to stores. 


Cost of goods sold — determined by adding the 
beginning inventory to net purchases and deduct- 
ing the ending inventory. 


Gross profit —the difference between ‘‘cost of goods 
sold’’ and ‘‘net sales’’. 


Operating expenses — all costs incurred in the 
year’s operation of a business, except the cost 
of merchandise. These include: 


Salaries and wages, commissions and bonuses 
(except delivery) — payments to employees be- 
fore deduction of income tax or unemployment 
insurance, etc. Included are salaries paid to 
executives of incorporated firms. Proprietors’ 
salaries or withdrawals are included in ‘‘net 
operating profit’’ for unincorporated store 
operations. 


Employees’ benefits — contributions made towards 
employees’ pensions, unemployment insurance, 
hospitalization and other staff benefits. (Ex- 
cludes employees’ own contributions.) 


Occupancy — the cost of maintaining and occupy- 
ing a place of business and includes property 
taxes, insurance, heat, light and power, repairs 
and maintenance, depreciation, mortgage inter- 
est on owned real estate and rental expense on 
rented premises. 


Taxes and licences — excluding property taxes. 


Insurance — premiums for inSurance policies 
carried to protect the business, covering fur- 
nitureand fixtures andinventories but excluding 
real estate insurance and insurance on delivery 
equipment. 


Repairs and maintenance — costs incurredto keep 
fixtures and equipment operating efficiently. 
(Excludes capital expenditure and delivery.) 


Depreciation — allowances on fixtures and equip- 
ment (except delivery). 


Supplies — wrapping paper, twine, store and 
office supplies, etc. 


Advertising — displays, window dressing and 
sales promotion. 


Travelling — all travelling expense including 
buying. 


Communication — telephone, telegraph and post- 
age. 


Delivery — salaries paid to delivery men, truck 
repairs and maintenance, depreciation, licences 
and insurance on delivery equipment and sup- 
plies used in connection with delivery (gas, 
oil, etc.), all other costs from stores to cus- 
tomers including amounts. paid for contract 
delivery. 


Bad debt loss — amount written off or reserve 
provided for during the current year. 


All other operating expenses — bank charges, 
legal, auditing and collection fees, etc. 


Non-trading income — interest earned, net revenues 


from rentals, financial charges, delivery charges 
made to customers and bad debts recovered, rev- 
enues from investments and other non-trading ac- 
tivities. 


Non-trading expense — interest expense and any 


other expenses not pertaining to the business.. 
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